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Two Opportunities 
For Accountants
THAT old saying about opportunity 
knocking once at every man’s door
has been pretty well shattered in these 
days of rapid progress and development. 
The rapping in some instances becomes 
as the beat of a drum, continuous, and 
mounting in its intensity. The man 
inside the door in these modern days, 
too, frequently refuses to wait for the 
knocking, but goes out and makes his 
own opportunities.
Two opportunities have of late 
months unfolded themselves before 
the gaze of accountants, with the 
enactment by Congress of two laws 
having an important bearing on the 
business structure and practices of this 
country. One of these laws makes pos­
sible the arbitration of commercial 
disputes between business men of dif­
ferent states; the other improves the 
administration of the bankruptcy law 
by adding to it some strengthening 
amendments.
In both of these enactments account­
ants may find opportunity to make 
available to the business public their 
special talents and training. The ac­
countancy profession today is recog­
nized as one of the foremost supporters 
of the principle of commercial arbitra­
tion. If accountants will study care­
fully the details of the operation of 
modern arbitration statutes, they will 
be in a position to be of real service to 
their business communities. Further, if 
they will lend their aid to the gigantic 
task of bringing about the enactment of 
modern arbitration statutes in the 
forty-four states which still lack them, 
they will perform a worth-while service.
"EDUCATION for the Profes­
sion,” was one of the important 
topics discussed at the International 
Accountants' Congress held at Amster­
dam. Dr. John T. Madden, dean of 
the School of Commerce, Accounts, and 
Finance of New York University, who 
attended the congress as the repre­
sentative of the University, presented 
a paper on this subject. A review of 
Dean Madden's paper, in conjunc­
tion with the papers presented on the 
same subject by W. H. Elies, of 
Amsterdam, and E. E. Spicer, of 
London, will appear in the October 
issue of this magazine.
—The Editor.
Meetings of National 
Accountancy Societies
 THE meetings this year of the two 
national organizations of profes­
sional public accountants take on great 
importance in the eyes not. only of the 
accountants themselves, but of the 
business public as well, because of the 
rapidly enlarging sphere of the account­
ancy practitioner, and of the increasing 
interest accountants are evincing in pub­
lic affairs. The deliberations of both 
national bodies, at Atlantic City and at
Washington, will be watched with in­
terest, as upon their outcome will de­
pend, in large measure, the progress to 
be made by the accountancy profession 
during the coming year.
Problems of importance, not only to 
the accountants, but to the business 
public, will be discussed. For many 
months careful studies have been made 
by accountants and bankers of the forms 
of certificates that should be attached to 
financial statements prepared for credit 
purposes by public accountants. These
studies were undertaken in the hope 
that to a certain extent statements 
might be standardized, so that a bank 
credit officer, in reading a certificate, 
might know just what ground the in­
vestigations of the accountant had 
covered. Bankers have complained of 
too much divergence in accountants’ 
certificates, and of the use of wording 
which does not indicate as clearly as 
it should the exact amount of work that 
the accountant has done in preparing a 
statement, and to what extent he is 
willing to assume responsibility for it.
It is expected that great progress in 
evolving a form of certificate that will 
be satisfactory to both banker and 
accountant will be disclosed by the 
reports of committees having this 
matter in charge.
This is but one of the important pro­
gressive steps that will be under dis­
cussion by the accountants in their 
annual meetings. The American Insti­
tute of Accountants is to have its 
sessions at Atlantic City, on Tuesday 
and Wednesday of the week of September 
2.0th; and the American Society of 
Certified Public Accountants will hold 
its business sessions on Wednesday even­
ing, and during Thursday and Friday, of 
the same week, at Washington, so that it 
will be possible for public accountants 
who are members of both organizations 
to attend the sessions of both bodies.
If is expected that there will result 
from the meetings much worth-while 
thought, following the presentation of 
papers by leaders of the profession and 
the discussions which will be held with 
respect to matters of interest to the 
entire profession.
The meetings present an excellent 
opportunity for practitioners of account-
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ancy to make valuable contributions to 
the literature and thought of the pro­
fession. Both organizations invite all 
who are interested in accountancy to 
attend the open sessions, and it is to be 
hoped that students of accountancy who 
can do so conveniently will make it a 
point to attend and become acquainted 
with the men who are doing so much 
to advance the interests of this pro­
fession.
The Joy of Achieving 
an Objective
VERY few persons who bend all their
  energies, and who devote their 
whole thought to reaching a given 
objective, fail to attain that objective. It 
is the aimless wanderer who fails to make 
what the world calls a success, because 
usually he is not going anywhere in 
particular, and consequently seldom ar­
rives anywhere in the vicinity of that 
land called Success.
To the man who plans his work care­
fully, who has a well-defined program, 
who sets up for himself not only a 
distant goal to be reached, but minor 
marks along the way which he must 
reach within a given time—to that man 
comes something that is fully as valu­
able as monetary remuneration for his 
labors; namely, the joy of achievement. 
The satisfaction of having accomplished 
something worth while, the glow of 
pleasure that comes with the realiza­
tion that another success has been at­
tained—these are the stuff of which 
life is made; they constitute greater 
rewards than coin of the realm, though, 
incidentally, they almost invariably 
mean the accumulation of that outward 
evidence of success.
Measure your job; estimate what you 
should do; set up a goal for this week, 
for this month, for this year; then it 
will be possible to know whether suc­
cess or failure has been your portion; 
then the joy of achievement will most 
often come to reward for those labor­
ious hours that must precede the 
hours in which accumulated skill and 
wisdom make work congenial.
James E. Downey, A.M.
“EDUCATION for business is a 
continuous process. The training 
given in the High School of Commerce 
is but one link in the ever lengthening
chain of the educative process.”
So says James E. Downey, A. M., 
a prominent educator, who for sixteen 
years has been the headmaster of the 
High School of Commerce, Boston.
‘ ‘ A few short years ago,' ’ says Mr. 
Downey, "the graduates of a commer­
cial high school looked in vain for a 
school or college where they could con­
tinue their educational training in 
their chosen field. Today the situation 
is different. In the large cities there 
are schools of superior merit of college 
grade where a graduate of a commercial 
school may continue his study, even to 
the point of preparation for the 
C. P. A. degree, and where a graduate 
of a comprehensive high school may 
start his commercial education at the 
beginning.
Professional accountants will, no 
doubt, agree with Mr. Downey with 
respect to the opportunities for training 
available to the young man who has 
completed the prescribed work of a 
commercial high-school course.
Commercial high schools are a vital 
factor in the preliminary training 
necessary for ultimate vocational suc­
cess in professional accountancy prac­
tice or in business. Mr. Downey, 
therefore, by reason of his educational 
work, is rendering a distinctive service 
to his students, to the public, and to 
the accountancy profession.
The Importance of a 
Wise Vocational 
Decision
TO BE happy in one’s work is, in a 
majority of cases, to be proficient,
efficient, and productive. To be engaged 
in an uncongenial task, in which one is 
not interested, tends to reduce effective­
ness and the productive output of one’s 
labors. To all of us come a few, at 
least, of uncongenial tasks, along with 
those that are more enjoyable; but each 
individual owes it to himself or herself 
to choose an occupation which will 
provide the fewest uncongenial labors 
and the greatest number of tasks which 
are enjoyable and that call forth one’s 
best powers, deepest thought, and 
closest interest.
How many of us have deliberately 
faced the problem of choosing the kind 
of work for which we are best fitted by 
nature and by inclination? How many 
of us have deliberately plotted out a 
career, have set for ourselves a definite 
objective, have, in fact, budgeted our 
resources, consisting of our natural 
talents and the all too limited number 
of working hours and days allotted to 
us in which to improve those talents 
and to perform something worth while 
for our fellow men?
Accountants have come to know the 
value of wise planning, of budgeting, 
of making full use of their own exper­
iences and of those of others, in order 
to secure the maximum results from a 
given amount of resources. The num­
ber of men and women, however, who 
drift aimlessly, who change their occu­
pations frequently because they have 
not given sufficient thought to choosing 
one for which they are fitted by inclina­
tion and training, is large. It is en­
couraging to note, however, that it is 
coming more and more to be the custom 
for young men and young women to 
take careful stock of their resources, 
to obtain the best advice obtainable as 
to the kind of work in which they 
should engage, and then to follow a 
well-defined course of action and study 
and work.
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The Spirit of 
Self-Education
DIVERSIFIED occupations, many of 
them unique in character, are pur­
sued by men attempting to complete 
the academic requirements of American 
universities and colleges. A surpris­
ingly large number of the undergraduates 
of these institutions are earning a large 
part of their way through school— 
some of them all expenses.
Statistics obtained from a half-dozen 
of the larger universities of the East re­
veal that the percentage of the under­
graduate student body earning their way 
in whole or in part averages almost 
forty per cent. These statistics are repre­
sentative of those universities which are 
very often termed, by the public, “rich 
men’s schools.”
The types of work done by the student 
workers are diversified and interesting. 
Labor for room and board produced the 
largest amount of income. In one school 
alone this figure reaches almost $125,000 
for one academic year. Five hundred 
and seventy-nine men produced this 
amount. Occupations of a vocational 
nature include clerical work, typing, 
designing, drafting, selling, and shop 
work. Besides these somewhat usual 
types of work, some men served as 
artists’ models; others submitted to 
blood transfusions; others served as 
detectives; as many as thirty from one 
university worked as railway mail 
clerks; and others served as readers to 
the blind. In addition to the positions 
mentioned, a large number did odd jobs 
—manual labor in connection with 
athletic activities, tending furnace, and 
the like.
The above statistics do not include 
in many instances income earned in 
summer positions which amount, if 
included, would swell the total of the 
yearly student-earned income.
The case of one student who earned 
a greater part of his way through col­
lege will be of interest. His jobs 
ranged from waiting table, tending 
furnace, . serving as a truck driver, 
caring for a lawn, and unloading feed
to playing in an orchestra. These were 
some of the jobs he filled from time to 
time while still carrying a full schedule 
of academic work. In addition to the 
work performed during the school year, 
a full summer’s work was always ahead 
when vacation time came—and usually 
all other vacation periods were used in 
producing enough income to keep a 
couple of weeks ahead of the ever- 
increasing needs of the budget.
This is but one case typical of thous­
ands. It is merely indicative of the 
spirit of self-education which dominates 
in America, irrespective of the prevail­
ing odds. The overtime student body of 
this country—that is those students who 
pursue rigorous courses concurrently 
with procuring income for self-support— 
would reach an enormous total if the 
number could be determined.
The Growth of Banking 
Since 1781
“AT THE present time there are
  about 27,500 commercial banks in 
the country. The story of the growth 
in our banking facilities from the date 
of the establishment of the Bank of 
North America in Philadelphia in 1781, 
to our present widespread multiple 
system of State and National banks, 
and from the Revolutionary War when 
Continental Notes were quoted at 
1/225th of their face value to our 
present world-prominent position in 
support of the gold standard, is a tale 
of constant, stirring action.
“In 1811 there were only 88 banks in 
operation, all along the Atlantic sea­
board. By i860 there were 1,392, all 
small local institutions with combined 
capital of $421,880,095 and deposits of 
but $253,802,129. From the beginning 
of the Civil War, through the vicissi­
tudes of the latter half of the nineteenth 
century and down to the present time, 
the expansions, both in the resources 
and number of our banking institutions, 
have been fairly steady.”—From "The 
Story of Commercial Paper, ’ ’ -published by 
the National Credit Office.
Municipal Accounting 
Officers' Publication
IT is interesting to note that the 
  National Association of Comp­
trollers and Accounting Officers, which 
has been in existence more than 
twenty years, is to publish an official 
journal, and is beginning to obtain 
the recognition in the accounting field 
to which it is entitled. The members of 
this association are the men who guard 
the receipts and disbursements of muni­
cipalities, states, and counties; their 
problems are difficult; they are helped in 
their solution by the activities of the 
association. Public accountants and 
others in the accounting field, have long 
made a study of municipal accounting 
systems and are frequently called in by 
cities, counties, and states to help in 
checking and devising accounting sys­
tems. Saving the taxes of the public is 
an undertaking of the utmost importance; 
and it is pleasing to note that state, city, 
and county comptrollers are making such 
progress in the solution of their prob­
lems. An article descriptive of the 
association and of its recent annual 
meeting appears in this issue of The 
Pace Student.
Our Invisible
Balance Sheet
THE figures which make up our financial balance sheet are definite 
and visible, but they tell only part of 
our story.
“For we have an invisible balance 
sheet that is equally important. On 
this sheet are entered our standing with 
this community and our reputation in 
terms of your good-will and confidence.
“It is part of this Company’s funda­
mental policy to deserve your friendship 
by good service, by reasonable rates, 
and by courteous attention to every 
customer we have.”—Prom an advertise­
ment of the Brooklyn Edison Company in 
"Brooklyn," published by the Brooklyn 
Chamber of Commerce.
Stuart C. McLeod, Secretary of National 
Association of Cost Accountants
Biographical Sketch of Executive Secretary of   
  Important Accountancy Association Interesting  
Sidelights of his Career By Allen Chaffee
FULLY eighty per cent. of busi­ness is a matter of human rela­tionships—an award in them­
selves, and many failures are due to 
lack of understanding of other men and 
lack of tolerance for other men’s ideas.”
This was the climax of an interview 
with Dr. Stuart Cameron McLeod, ex­
ecutive secretary and business manager 
of the National Association of Cost 
Accountants.
As he paced his office on the twenty- 
first floor of the Bush Building, 130 
West 42nd Street, with its view of 
Central Park lying green between the 
silver glints of the two rivers, I got the 
impression of an out-of-door man, sun­
burned, with little laugh crinkles at 
the corners of his eyes, a man who likes 
people, and who, because he likes peo­
ple, is able to inspire a gathering of men 
with his own enthusiasm for industrial 
accounting or other things. And sure 
enough, I was right; for imbedded in 
the story of the seven league strides of 
that notable development which is 
today the National Association of Cost 
Accountants, to which he has contri­
buted largely by his personal efforts, 
he admitted, (1) that he has never been 
able to work sitting down; (2) that he 
spends much time trying to persuade 
himself that he can play golf; (3) that 
he once did ‘‘humorous stuff” for a 
newspaper; and (4) that his personal 
associations with the N. A. C. A. men 
are among the greatest satisfactions of 
his business career.
Secretary of Fast-Growing 
Association
The membership has increased from 
nothing at all in November, 1919, to 
almost 4,000; with no endowment the 
Association has built up a cash surplus 
of $80,000; it represents over 2,500 
plants, and includes men from France,
England, Germany, South Africa, South 
America, India, China, Australia and 
other foreign parts. Twenty-eight chap­
ters, including one in Honolulu, hold 
monthly meetings eight months of the 
year (at this point Dr. McLeod showed
Stuart C. McLeod
me an interesting chart on which, by 
means of colored pins, is recorded the 
progress of the chapters throughout the 
year), and more than 300 publications 
now totalling over 2,000 pages per 
year of cost material (some of which is 
translated by European technical maga­
zines), have been issued.
‘‘It was pure accident,” confessed 
Dr. McLeod, between meditative puffs
at his cigarette, “that I became con­
nected with the N. A. C. A. But that 
is not unusual. I am afraid I have never 
budgeted my life very carefully. For 
the most part it has just happened to 
me. My father came of a military 
family and my mother of a long line of 
Scotch Presbyterian ministers with an 
odd cattle thief here and there. Pos­
sibly the Scotch may account for my 
natural instinct for cost accounting. 
The Scotch arc said to take a keen in­
terest in the elimination of waste.
Early Experiences
“When I appeared on the scene in a 
small town in Canada, near Ottawa, 
Ontario, they were unable to decide 
in which direction lay the destiny of 
their only child. They compromised 
by sending me to a Church of England 
College in Toronto University. When 
I was graduated in 1906, I didn’t know 
what I wanted to do, and, if I had not 
happened to have a college friend whose 
father was connected with the Standard 
Oil Company of Kentucky, I might have 
turned out to be a bond salesman, which 
would not have been such a tough break 
for the cost accounting business. In­
stead, I started working for the Stan­
dard Oil Company in Cincinnati. This, 
and a later position with the Gulf 
Refining Company, involved traveling 
all over the southern states at a time 
when the South was still using wood- 
burning locomotives, and when it was 
not unusual for the passengers to pile 
out and help the crew rustle enough 
wood to get the old engine on to the 
next stop. Finally, one day we got 
stuck in a wash-out, and before the 
road-bed was in working order I was 
in the hospital with typhoid fever. 
That ended my petroleum career, and I 
returned to Canada and went into news­
paper work.
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to Harvard University as an Austin 
Teaching Fellow in the Department of 
Government.’’
“Why was that?’’ I wanted to know.
In Educational Work
“That is something no one, not even a 
cost accountant, has ever been able to 
figure out. However, I taught at Har­
vard for five years, during which time I 
became a Doctor of Philosophy, al­
though I must confess that most of my 
philosophy has come from people 
rather than from books. Shortly after 
that I came to New York when the 
Department of Public Affairs in New 
York University School of Commerce, 
Accounts, and Finance was established. 
While there, I was in charge of the 
organization of the Wall Street Branch 
of New York University. Later I be­
came director of the Day School, of 
Commerce at Washington Square. Then, 
just when I had resigned myself to be­
coming a great educator, I suddenly 
woke up one day and found myself 
secretary of a private corporation en­
gaged in preparing courses of training 
in the field of business. In the fall of 
1919 I gave that up to take a job in 
South America, but just a short time 
before I was due to sail, chance again 
took a hand in the game and I ran into 
my old friend, Major J. Lee Nicholson, 
who had just launched this association, 
and who wanted to get someone to set 
up the administrative machinery. I 
agreed to devote three months to it, and 
here I have been ever since; and, in spite 
of its initial bad luck in getting me,’’ 
he laughed, “it has had a remarkable 
growth.
“At that time American industry was 
facing one of the most serious situations 
in its history, and I think the funda­
mental cause for our success has been 
that we were, in that crisis and since, 
able to fill a real need in the industrial 
structure of this country. Looking for 
every possible instrument which might 
be of service in the process of adjusting 
themselves to an entirely new set of 
conditions, the management of Ameri­
can industry and the financial powers 
back of it, during the last seven years, 
have been placing greater reliance upon 
accounting information as a tool of 
management, and have consequently 
been imposing greater responsibilities 
upon their accounting departments. 
There is scarcely a concern of any im­
portance in the United States today that 
is not making much greater use of its ac­
counting information in the determina­
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tion of policies than it did ten years 
ago. The age of guesswork has passed 
forever. If American industry is going 
to maintain its place in the markets of 
the world, it is going to do so only 
through the effectiveness of its manage­
ment; and its management is going to be 
effective only to the extent that it bases 
its policies upon facts, instead of upon 
general estimates. The modern cost sy­
stem, if properly understood and used, is 
capable of providing all the essential data 
required for the determination of policy 
in every department of a business.
Facts About N. A. C. A.
“We are not, strictly speaking, a pro­
fessional body, though our membership 
includes most of the leading profes­
sional accountants. We have talked of 
changing the name of the Association 
to better indicate our relationship to 
the whole field of industrial accounting. 
In the course of a year, through our 
chapter meetings, regional conferences, 
and national conventions, we bring 
into personal contact with one another 
somewhere between 15,000 and 20,000 
of the men who are concerned with the 
accounting problems of American indus­
try.
Financing Through the Commercial- 
Paper Broker
ONE point which is of considerable importance in the flotation of com­
mercial paper is the ratio of quick assets 
to current liabilities shown by the 
balance sheet of the concern issuing the 
notes—“quick to debt’’ as it is called.
There is a more or less general agree­
ment among paper-buying banks that 
for a concern to have its paper offered 
on the open market, it must produce a 
statement showing a ratio of at least 
2 to 1—that is, it must have at least 
two dollars of current assets to every 
dollar of current liabilities. As a matter 
of fact, a safe or conservative ratio can­
not be fixed so arbitrarily, because of 
the wide diversification of the lines of 
business that use the open market.
The minimum conservative ratio 
varies with the line of business, rate of 
turnover of merchandise, and the like. 
As a general rule, lines of business with 
a very rapid merchandise turnover need 
not show as large a ratio as those that 
turn their merchandise less frequently. 
For example, a meat packer’s paper,
“Next to the fact that we fill a real 
place in the industrial structure of the 
country, I think the greatest source of 
our strength has been the intense 
loyalty of our individual members. 
We have always laid emphasis upon the 
human side of our work, and our mem­
bers take a personal pride in the fact 
that they have all had a part in building 
an association which has such a credit­
able record of accomplishment. This is 
splendidly illustrated by the work of 
the officers of our twenty-eight chap­
ters. Each chapter requires about ten 
officers and directors. These 2.75 or 280 
men meet two or three times a month 
every month in the year, and it is very 
largely due to their diligence, loyalty, 
and ability that we have been able to 
establish our chapter work on such a 
substantial basis in such a short period 
of time.
“When you have an idea that is 
sound, supported by a representative 
group of intelligent men who thor­
oughly believe in it and who are inter­
ested in its development, success is 
inevitable. That is what has happened 
to the National Association of Cost 
Accountants in spite of the Secretary 
who happened to be wished upon it by 
Fate.’’
whose financial statement shows a ratio 
of 1.60 to 1, may be a better risk than 
he paper of a concern selling pianos, 
perhaps on the installment plan, whose 
statement shows a ratio of 3 to 1.
There are various other ratios that 
are studied in connection with different 
lines of business, such as the ratio of 
sales to merchandise, sales to receiv­
ables, and receivables to merchandise. 
The chief value of these ratios is in 
comparison with the ratios of other 
houses in the same line of business.
In connection with the study of the 
financial statement, great emphasis is 
also placed upon the moral risk in­
volved, as evidenced by the reputation 
of the concern whose paper is to be 
floated. The concern is best judged by 
the personal reputation of the indi­
viduals in charge of the business, by the 
firm’s antecedents and history, and by 
the regard in which it is held by the 
banks and trade houses doing business 
with it.—Excerpt from graduation thesis 
of Herman J. Muller.
International Accountants’ Congress
Accountants from Many Countries Attend 
Interesting Papers Presented Accountancy 
Profession Greatly Benefited by Congress
GLOWING reports of the success of the International Accountants’ Congress at Amsterdam, Hol­
land, early in July, have been brought 
back to this country by the American 
delegation. The congress was well 
handled and was, according to the 
leaders in American accountancy who 
attended, productive of much construc­
tive thought relative to progress made 
by accountancy throughout the world 
during the past decade. The congress 
also produced much in the way of de­
tailed planning for future developments 
in the accountancy field, it is reported. 
That the effort of planning and carrying 
out the congress was distinctly worth 
while, and that it engendered friendships 
that will long be cherished by the dele­
gates, is the consensus of opinion of 
those who were fortunate enough to 
take part in the deliberations and the 
attendant social functions.
The value to the world of such a gath­
ering is inestimable. For years the effects 
of the congress will be felt, in improved 
methods of accountancy and in a wider 
application to the business of the world 
of the principles discussed by the ac­
countants in attendance.
The comparison of methods in use in 
various countries, in widely separated 
sections of the civilized world, which 
was afforded by the presence in one gath­
ering of 450 delegates representing eight­
een nations, will, it is believed, give to 
the profession of accountancy an im­
petus that will have a distinct bearing 
on the industry and commerce of the 
world, and will work for a more orderly 
handling of business, especially inter­
national transactions.
That another such congress should be 
arranged in from three to five years was 
the unanimous expression of those who 
went to Amsterdam. That the next 
congress, when it is arranged, will in all 
likelihood be held in the United States, 
can almost be stated definitely at this 
time.
There was a pronounced sentiment on 
the part of the Americans in attendance 
at the congress that an invitation should 
be extended to the accountants of the 
world to meet in the United States in 
from three to five years. There had been 
some discussion of this on the part of 
the Americans before they left for Am­
sterdam. An informal gathering of the 
delegates resulted in a determination to 
form a skeleton organization, to func­
tion until plans for another congress are 
made. E. Van Dien, president of the 
congress, and A. Frese, secretary of the 
congress, were designated to constitute 
the skeleton organization.
Entertainment features of the program 
included a concert on the Wednesday 
evening prior to its opening, the musical 
program being provided by the munici­
pality of Amsterdam. The following day 
the delegates were entertained in Rotter­
dam, paid a visit to the port, and at­
tended a banquet at The Hague in the 
evening.
The full value of the Congress can not 
be realized by American accountants for 
several weeks to come, as it will take a 
few weeks to prepare a collection of the 
papers presented, and of the discussions. 
This work is to be done in this country 
by A. W. Shaw & Company, of Chicago.
Dr. John T. Madden, dean of the School 
of Commerce, Accounts and Finance, 
and professor of accounting of New York 
University, who attended the congress 
as representative of the University, 
brought back with him printed copies 
in English of all the papers presented. 
He himself presented a paper on * ‘ Edu­
cation for the Profession,” concerning 
which much favorable comment is heard.
Two other papers on this topic were 
presented, by W. H. Elies, of Amster­
dam, and E. E. Spicer, of London, Eng­
land. A review of these two papers 
in conjunction with the one by 
Dean Madden will appear in a 
future issue of this magazine. The 
three papers on this subject con­
stitute a presentation well worth the 
study of those now preparing for ac­
countancy work, and of those who con­
template undertaking such study.
The scope of the papers presented and 
of the discussions which followed indi­
cates clearly the value of the congress, 
and serves to show what is in the 
accountant’s mind, no matter from what 
country he comes.
The Accountant’s Certificate in Con­
nection with the Accountant’s Respon­
sibility” was discussed by Sir William 
Plender, of London, England, a member 
of the Council of the Institute of Char­
tered Accountants in England and Wales. 
He stressed the importance of account­
ants having a clear conception of their 
duties and responsibilities with relation 
to certificates issued by them. He 
brought out the point that in Great 
Britain “the profession of an accountant 
is not exercisable under any legal enact­
ment and the accountant has therefore 
no legal status in the same way as a 
lawyer.” Lacking this legal status, 
“the practice of the profession of an 
accountant by members of recognized 
bodies with disciplinary powers has 
long been accepted and regarded in 
Great Britain by the courts and the 
business community" as one of high 
standing and responsibility.” Though 
no acts of Parliament define the duties 
and responsibilities of accountants, the 
courts have frequently considered and 
ruled on those duties and responsibili­
ties. The speaker reviewed many of 
those judgments of the courts.
Frederick Bünger, of Germany, and 
Professor Th. Limperg, Jr., followed 
with discussions of the same subject.
“Industrial Organization and Man­
agement” was another subject which 
was gone into thoroughly. Professor J. 
Carlioz, of the Commercial University, 
Paris, presented a comprehensive paper 
on this subject.
“Legislation for the Profession” was 
discussed by Colonel Robert H. Mont-
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7gomery, of New York, and by Dr. I. 
Goudeket, of Amsterdam. A review 
of Colonel Montgomery’s paper by 
Homer S. Pace, of New York was 
presented to the congress. Colonel 
Montgomery’s paper and the discussion 
of it by Mr. Pace have already 
been presented to readers of this pub­
lication.
“Standard Costs as a Basis of Man­
agement and Industrial Control’’ was 
discussed in three papers. One was 
presented by C. Hewetson Nelson, of 
Liverpool, England, a member of the 
council of the Society of Incorporated 
Accountants and Auditors; another by 
Professor J. G. Ch. Volmer, of the 
Technical University, Delft, and Neth­
erlands Commercial University, Rotter­
dam; and another by Professor J. Anton
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de Haas, professor in the School of Com­
merce, Accounts, and Finance of New 
York University. These discussions of 
standard costs proved to be of excep­
tional interest and value.
Valuation for the Balance Sheet and 
Profit’ ’ was presented in two papers, one 
by Professor J. M. Clark, of the Univer­
sity of Chicago, and another by Pro­
fessor Doctor F. Schmidt, of the Univer­
sity of Commerce, of Frankfort. These 
discussions, too, contained much of 
value to the student and practitioner of 
accountancy.
A subject that proved to be of excep­
tional interest was “The Accounts of 
Local Authorities. ’ ’ Four papers on this 
subject were presented: by L. Bethoux, 
of Lyons; by H. A. Verhey, of Amster­
dam; by Walter Mevwald, of Berlin;
and by F. Ogden Whitley, city treasurer 
of Bradford, England. This series of 
papers should provide texts for months 
of study by public officers.
Increasing and Diminishing Returns 
in Connection with Cost Price’’ was 
discussed in two papers: one by Pro­
fessor Doctor N. J. Polak, of the Nether­
lands Commercial University, Rotter­
dam, member of the Netherlands Insti­
tute of Accountants; and one by William 
S. Kemp, New York, member of the 
Council of the National Association of 
Cost Accountants. This, too, proved 
to be an interesting discussion, which 
should prove to be of great value not 
only to accountants but to industrialists 
and merchants.
“Accounting Machines, Appliances 
and Methods’’ was discussed by W.
Group picture of accountants in attendance at Congress. Taken on steps of Colonial Institute, Amsterdam. 
E. Van Dien, president of the Congress, is fourth from left in the front row.
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Desborough, of London, England, and 
“Office Machines, Appliances and 
Methods,’ ’ by Professor Doctor Balduin 
Penndorf, of the faculty of the Univer­
sity of Commerce, of Leipzig. Much of 
value was presented in these discussions.
The Organization of Large Account­
ants’ Offices in Connection with the 
Accountants’ Responsibility” consti­
tuted a subject of discussion for two 
papers, one by H. R. Reder, of Amster­
dam, and another by Sir Albert William 
Wyon, of London, England. They pre­
sented interesting facts regarding the 
formation of accountants’ organizations, 
and the duties of the varous constituent 
members.
An interesting picture of the status of 
accountancy in many countries, and of 
what accountants everywhere have in 
mind as the coming developments, is 
presented by the congress. Progress is 
in advance of the printed page, and the
Annual Meetings of National 
Accountancy Organizations
Professional Practioners Hold Meet­   
ings This Month Prominent  
Speakers Will Address Gatherings
ANOTHER mile post in the journey of public accountancy will be 
reached when the two national organ­
izations devoted to the interests of pro­
fessional practitioners hold their annual 
gatherings in September—the American 
Institute of Accountants at Atlantic City, 
N. J., September 21st and 22nd, and the 
American Society of Certified Public Ac­
countants at Washington, D. C., Sep­
tember 22d, 23d, 24th and 25th. Many 
accountants will attend the sessions of 
both organizations.
Members of both organizations will 
find much to claim their earnest atten­
tion and study, and the discussions 
should be productive of great good, not 
only for the profession itself and those 
who follow it, but for the business pub­
lic as well. The rapid advances made by 
the profession entail changes in methods, 
in practices, and in some cases in the 
relations between accountants and their 
clients.
The gatherings provide means for an 
annual stock taking and survey of the
discussions which took place in Amster­
dam foreshadow the changes that may 
be brought about in the near future, not 
only in this country, but throughout 
the business world. It was apparent 
that the American accountant had 
much of value to contribute to the sum 
total of knowledge of accountancy as it 
stands today, and that the practices that 
have developed in this country are being 
watched and studied with interest by 
accountants in other countries.
This is but a natural development, in 
view of the rapid growth of industrial 
and commercial enterprises in this 
country, necessitating a corresponding 
development on the part of the account­
ant, so that he might be equipped to 
perform the services demanded of him.
The proceedings of the congress are 
worthy of careful study, which should 
result in giving a decided impetus to the 
profession in many countries.
progress of the year, and for planning 
for the years ahead.
The Council of the American Institute 
of Accountants will hold a meeting on 
Monday, September 20th, at Washing­
ton, D. C. The Council is the governing 
body of the Institute, and for legal 
reasons must hold one session this year 
in Washington. Following the two 
open meetings of the entire membership, 
on Tuesday and Wednesday, September 
21st and 22d, at the St. Charles Hotel, 
Atlantic City, the Council, with the 
new members who were elected at the 
annual meeting in attendance, will hold 
a meeting Thursday, September 23d, 
also at Atlantic City.
All persons interested in accountancy 
are welcome, and are invited to attend 
the open sessions of the Institute on 
Tuesday and Wednesday, when specially 
prepared papers on subjects of interest 
to accountants and in some instances to 
the general public as well, will be pre­
sented, and the routine business of the 
Institute transacted, including the pre­
sentation of such reports as the Council, 
on the previous day, may have ordered 
laid before the general membership.
P. W. R. Glover, of New York, also 
an officer of the New York State Society 
of Certified Public Accountants, will 
present a paper on ‘Regulation of 
Accountancy by Law.” Mr. Glover is 
, chairman of the Committee on Legis­
lation of the New York State Society, 
and took an active part in the hearings 
at Albany, N. Y., last spring when 
several measures affecting the public 
practice of accountancy, were up for
consideration.
Henry B. Fernald, of New York, will 
present a paper on “Accountants’ Cer­
tificates,” in which comment will be 
made on some recent developments to­
ward standardization of certificates. 
Other papers will be included in the 
program, but they had not been deter­
mined on when this article was pre­
pared. Election of officers, of members 
of the Council, and of some committees, 
will be a part of the business session.
A meeting of examiners will be held 
on Monday, September 20th, at Atlantic 
City, when members of the board of 
examiners of the Institute will confer 
with members of state boards of 
accountancy.
Play for the Missouri golf trophy will 
be one of the entertainment features of 
the convention. It will be a part of the 
annual golf tournament of the Institute. 
Four-man teams, representing chapters 
of the Institute or state societies of 
accountants, will compete for the 
Missouri trophy. This event is set for 
Monday, September 20th, at the Sea 
View Country Club.
Members of the Society of Certified 
Public Accountants of the State of New 
Jersey will act as hosts at a luncheon for 
members of the Institute who are attend­
ing the meeting, on Tuesday, September 
22d. It is announced that special enter­
tainment will be provided for women 
who accompany members to the meet­
ings.
The District of Columbia Institute of 
Certified Public Accountants will be 
host to the American Society of Certified 
Public Accountants for its annual meet­
ing. While September 22d is announced 
as the opening date, with a golf tourna­
ment and trap-shooting contest on this 
day, and the annual meeting of officers, 
directors, and state representatives in 
the evening, the general convention 
sessions will open on Thursday, Sep-' 
tember 23d. The golf tournament will 
decide possession of the Springer cup.
(Continued on page 24)
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Amendments to National Bankruptcy Act
 Enactment is of Great Economic Im­
  portance New Provisions Strengthen  
Law Honest Business Man Protected
OF GREAT economic importance is- the enactment of amendments to the National Bankruptcy Act, 
designed to strengthen the law in such a 
way as to prevent its misuse by the 
unscrupulous. On August 27, 1926, the 
recently enacted amendments, which 
were approved by President Coolidge on 
May 2.7th, became effective. To 
accountants, concerned with the liqui­
dation of estates and their proper admin­
istration, frequently in the role of 
receivers cr trustees, the changes made 
in the bankruptcy statute are of particu­
lar interest, so much so, in fact, that the 
American Institute of Accountants, 
through its Bureau of Public Affairs, 
the committee chairman of which 
is C. Oliver Wellington, has pub­
lished a Letter-Bulletin, No. 6 in 
its series, on “Bankruptcy Problems,” 
in which the weaknesses of the law and 
the conditions that led to a petition to 
Congress for a stronger law are dis­
cussed, and in which the probable work­
ings of the amended law are described.
“In response to a demand by the 
business public for a stronger National 
Bankruptcy Act and for more rigid en­
forcement of the law,” says the intro­
duction to the Letter-Bulletin, “Con-: 
gress has enacted and the President has 
signed a measure containing a carefully 
prepared series of amendments to the 
bankruptcy statute. In addition, the 
United States Supreme Court has 
strengthened its General Orders in 
Bankruptcy, which define the procedure 
under the law.
“Pleas for a stronger law and for 
stringent enforcement came from a 
business public irritated by heavy losses 
and great inconveniences due to misuse 
and weaknesses of the bankruptcy pro­
cedure. There was a carefully conceived 
movement to obtain a strict bankruptcy 
procedure, closer supervision of admin­
istration by courts, and swifter, surer 
punishment for offenders.
ThE new amendments to the Na­tional Bankruptcy Act became 
effective on August 27, 1926. Ac­
countants will be vitally interested 
in the effect of the amended act. The 
American Institute of Accountants, 
through its Bureau of Public Affairs, 
has issued Letter Bulletin No. 6 on 
“Bankruptcy Problems." A review 
of the discussion of the amended act 
as set forth in the letter bulletin is 
herewith presented.—The Editor.
“The accountancy profession helped 
to crystallize the demand for improve­
ment by laying before business men and 
their organizations facts relative to 
unsatisfactory bankruptcy conditions. 
Public accountants cooperated with the 
credit men of the country in this work, 
recognizing in it an economic under­
taking of utmost concern to all.”
Unscrupulous Persons Misused 
Old Act
The Letter-Bulletin describes dis­
charge of debts by bankruptcy as a relief 
provided under the law from humani­
tarian and economic motives. Misuse 
by the unscrupulous of a law intended 
to enable honest debtors to rehabilitate 
themselves, as well as to protect the 
interests of their creditors, brought 
many vexing problems to business men. 
Says the Letter-Bulletin:
“Need of a bankruptcy law is univer­
sally recognized, in view of the large 
percentage of business undertakings that 
fail because of the unavoidable hazards 
of business. Business men, however, 
have rebelled against the misuse of the 
law by business crooks who, under the 
cloak of a statute intended to protect 
the unfortunate, have succeeded in steal­
ing increasingly large sums by carefully 
planned fraudulent bankruptcies, and by
concealment of assets. These business 
criminals have brought even the law 
itself into disrepute.
“Business men were faced by the 
necessity of strengthening the bank­
ruptcy law so as to put a stop to its 
misuse. They felt that if conditions 
were not bettered the bankruptcy law 
eventually would be repealed, and the 
country thrown again into those chaotic 
conditions which prevailed under state 
insolvency laws when there was no 
national act.”
Interests of Both Debtor and 
Creditor Conserved
The problem with which Congress 
and business men were confronted was, 
on the one hand, that of continuing in 
force the humane provisions of the 
bankruptcy law, and, on the other hand, 
that of safeguarding creditors from 
losses due to abuses of the bankruptcy 
system. Every effort was made, in 
enacting the amendments, to conserve 
the interests of both debtors and 
creditors.
Studies of the weaknesses of the 
bankruptcy system were made by var­
ious groups, including accountants, 
over a period of several years. It was 
found that the chief complaints against 
the bankruptcy law and the practice 
that had grown up under it were that 
it did not prevent the filing of collusive 
petitions by friendly or fictitious credi­
tors at the request of or on behalf of the 
debtor; that it did permit fraudulent 
compositions, by which some creditors 
are preferred over others; that it per­
mitted easy discharges from bank­
ruptcy, regardless of flagrant violations 
of the bankruptcy act; that its criminal 
provisions were inadequate and there 
was a lack of prosecution of apparent 
offenders; that there were delays in 
settling estates; and that, in some cases, 
costs of administration were excessive.
Each of these complaints is discussed
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in detail, in conjunction with the 
remedies which are proposed to be ap­
plied, in the Letter-Bulletin issued by the 
Bureau of Public Affairs. The changes 
made in the law are shown clearly, the 
new law being contrasted with the old; 
the major and minor amendments are 
grouped. The General Orders in Bank­
ruptcy promulgated by the United 
States Supreme Court also are given.
Major Changes
The major changes made in the bank­
ruptcy act are those which add new 
acts of bankruptcy, and strengthen the 
definitions of present acts of bank­
ruptcy; make discharges from bank­
ruptcy more difficult for dishonest 
bankrupts to obtain; limit discharges 
from bankruptcy to one in six years, 
whether voluntary or involuntary; in­
crease from two to five years the possible 
term of imprisonment for various 
offenses against the bankruptcy act, 
including concealment of assets; add 
several new punishable offenses, such as 
(a) destruction or concealment of 
records, (b) concealment of property, 
by officer or agent of bankrupt, (c) con­
cealment of property from receiver, as 
well as from trustee, (d) withholding 
of records from receiver or trustee; 
extend from one year to three the time 
in which prosecution of offenses may be 
made; make it obligatory for referees to 
report to United States attorneys all 
violations of the bankruptcy act that 
come to their notice; curtail the pay­
ment of certain taxes from estates; make 
provision for the payment of expenses 
of creditors who successfully oppose 
confirmation of compositions; prevent 
delays in adjudications and in settle­
ment of estates caused by the offering 
of settlements in composition; make 
communications between creditors, and 
between creditors and referees and 
trustees, privileged, and not subject to 
action for slander or libel, if made in 
good faith; reduce time limit for prov­
ing claims from one year to six months 
after adjudication; and give priority to 
payment of wages over payment of 
taxes, for first time in bankruptcy 
legislation.
Minor Changes
The minor changes in the bankruptcy 
act which are made by the amendatory 
law define trusts as corporations, so far 
as their treatment in bankruptcy is con­
cerned; define more carefully the terri­
tories to which the act applies; set the 
time for filing schedules of creditors,
assets, and liabilities at ten days from 
date of filing petition, in voluntary 
bankruptcy cases; vest appellate juris­
diction in the Court of Appeals of the 
District of Columbia; make the limit of 
time for filing appeals from any court 
actions or rulings thirty days (It was 
ten days in some instances under the 
former law); include receivers and custo­
dians (as well as trustees, as provided 
in former act) among those punishable 
for embezzlement from estates; raise the 
rates payable for stenographic and 
reporting services; and make it possible 
for bankrupts to recover from the trustee 
their interests in patent and copyright 
applications.
A section of the Letter-Bulletin is 
devoted to a discussion of the probable 
workings of the amended sections, and
Internal Check and the Disbursing Officer
IN connection with the approving of vouchers, the responsible disbursing 
officer should be sure that a proper 
system of internal audit is in operation 
in order that he may be assured that 
adequate verification has been made be­
fore the item is placed before him for 
final approval. He should, in addition, 
see that the steps provided for in this 
internal audit have been fully carried 
out as evidenced by initials appearing 
upon the voucher which he is approving.
Such an officer may profitably con­
duct what may be called a personal 
test audit. For instance, he should 
occasionally check the footing of state­
ments or other data presented in sup­
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of the reasons why the various amend­
ments were made. There is a discussion, 
too, of the official receiver plan, which 
was not included in the amendatory 
act, but which is receiving serious con­
sideration in many quarters, and which 
may be urged on Congress in the near 
future. Another section reviews the 
accomplishments of the credit men of 
the country through their credit pro­
tection fund of one and one-half million 
dollars, raised by the National Associa­
tion of Credit Men.
The Letter-Bulletin will repay care­
ful perusal by accountants, credit men, 
bankers, attorneys, and business men. 
It is intended for wide circulation in 
business circles, and copies may be 
obtained from the American Institute 
of Accountants.
port of a payment. He should watch 
the dates of bills that are being pre­
sented, so that no item which has al­
ready been paid may be passed on a 
subsequent voucher. In connection with 
the signing of checks, he should require 
that properly approved vouchers be 
submitted with the checks at the time 
they are presented for signature, if this 
is at all possible.
In short, the disbursing officer should 
realize that he is himself a part of an 
internal audit procedure, and that there 
rests upon him the duty of safeguarding 
to the best of his ability against pro­
cedures for which he will, in the last 
analysis, be forced to stand responsible.
Opportunities in Accountancy
  Vocational Opportunities in Profession Discussed Rela­
tion of Accountancy to Business Accountancy-educated
Man or Woman Drained for Public or Private Employment
IN the series of vocational articles which have appeared in this maga­zine during the last six months, no 
article has been devoted to one profes­
sion or calling. It now seems desirable 
to discuss in detail the work and oppor­
tunities in various callings. Pace Insti­
tute, because of its work, is especially 
familiar with the vocational and other 
aspects of accountancy, and has chosen 
this calling as the first one on which 
specific detail will be given.
Type of Vocational Opportunities
Let it be said at the outset, that account­
ancy offers two vocational opportuni­
ties—first, that of serving the business 
or non-profit organization in the record­
ing and statement of financial facts in 
consideration of a salary compensation; 
and, second, that of serving the public 
in the professional audit, verification, 
and certification of financial transactions 
and in the installation of accounting 
procedures and business methods, in 
consideration of professional fees. Ref­
erence will be made to both opportuni­
ties afforded by accountancy.
Relation of Accountancy to Business
First, then, what relation does account­
ancy bear to business—what connection 
is there between the recording of busi­
ness transactions and the preparation 
of accounting statements, on the one 
hand, and the principles of organiza­
tion, of management, and of business 
generally, on the other?
Accountancy provides, by means of 
the use of the double-entry procedure 
of bookeeping, an accepted and 
effective means for collecting and stat­
ing, in terms of dollars and cents, value 
information with respect to every 
phase of the activities of a business. 
The function of accountancy, among 
other things, is to disclose what a busi­
ness has and what it owes; to record 
and to state its income in total and by 
divisions and subdivisions; to record 
and to analyze its expenses and costs
by departments, by classifications, or 
by the item, job, or other unit of 
product; and to provide supplementary 
statistical information of various kinds.
In fine, accountancy provides for each 
undertaking a procedure by means of 
which facts with respect to money 
and money’s worth are recorded and 
presented. These facts, by way of a 
series of classifications and condensa­
tions, find their way eventually to the 
executive who is responsible for the 
conduct of the enterprise. Upon the 
basis of the facts thus collected, execu­
tive orders are given—orders that pro­
vide, among other things, for the 
purchase of materials; for the adjust­
ment of wages and salaries; for the 
modification of work methods; for the 
provision of additional facilities; for 
the authorization of advertising appro­
priations; for the approval of new lines 
of business; and for the other ordinary 
and extraordinary steps essential to 
the maintenance and growth of the 
business.
Accountancy An 
"Intelligence System"
Accountancy, it will thus be seen, 
occupies somewhat the same relation to 
a business that an intelligence system 
does to an army. Without reliable 
information on which to base executive 
orders, a business, like an army, could 
make no satisfactory progress and 
sooner or later would suffer rout or 
annihilation. The work of information­
gathering must in both instances be 
organized as an essential administra­
tive branch of the undertaking—a 
branch that constitutes in a very real 
sense the “eyes” of the organization.
The accounting mechanism in a well- 
organized business extends to every 
division and subdivision of work, and 
from the executive headquarters to the 
most remote branch or agency. It pro­
vides a written record, a classification, 
and an explanation for every dollar 
coming in as well as for every dollar
going out. The bookkeeper, the chief 
accountant, or the controller who 
directs the accounting mechanism, 
therefore, occupies a position compar­
able, so far as organization perspective 
is concerned, to that of the chief execu­
tive. He obtains a knowledge of the 
nature and the scope of the work of 
each department, as well as an under­
standing of the relation of the depart­
ments to each other; he becomes 
familiar with policies, with the out­
come of ventures, and with the work 
of the directors, as well as with the 
work of the laborers.
To the vantage point thus occupied 
by the chief accounting officer come, in 
an unending stream, the figures that 
disclose the outcome of policies and of 
executive action. These figures, when 
collated, analyzed, and otherwise pre­
pared for executive attention, move 
from the accountant to the general 
manager, to the president, and, finally, 
to the directors and the stockholders.
The organization perspective and the 
intimate business friendships obtained 
by an accountant or an assistant ac­
countant are likely to have a direct 
relation to business advancement and 
preferment. It is little wonder that a 
man or woman who occupies this van­
tage point is often selected to serve as 
administrative executive—as manager, 
vice-president, or president.
Work-Opportunities Available
The young man or young woman who 
can qualify as an assistant accountant 
finds no difficulty, under normal busi­
ness conditions, in obtaining a favor­
able work-opportunity and experience. 
In fact, there is usually considerable 
choice as to the location and the nature 
of the work of the organization in 
which the experience is to be acquired.
The opportunity afforded by a posi­
tion as assistant accountant depends 
largely upon the training and person­
ality of the person who occupies it. 
To the accountancy-educated young
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man or woman a position of this kind 
usually means a relationship of trust 
and confidence, as well as an oppor­
tunity to acquire a practical knowledge 
of banking procedure, of methods of 
corporate control, and of the practical 
aspects of production and distribution. 
It often affords the opportunity for 
constructive work in the improvement 
of methods and procedures, and for 
constructive suggestions with respect 
to business policies. In short, it means 
the opportunity, as an incident to the 
detailed work to be performed, to test 
out and refine the products of classroom 
study by practical work in the world 
of affairs.
To the clerk who is uneducated in 
the principles of business and account­
ancy, a position of this kind usually 
means nothing more than routine cleri­
cal work performed under specific direc­
tion. His opportunity is limited to the 
faithful performance of detail, with 
nothing more in prospect than an in­
crease in clerical skill and a possible 
advancement to a supervisory clerkship. 
The limitation arises, not from the 
nature of the detail to be performed, but 
from the untrained state of mind of the 
employee who is not accountancy- 
educated.
Services of Public Accountant
The accountant in public practice offers 
his services to the public in the instal­
lation of accounting systems and work 
procedures, in the audit of accounts 
and the certification of financial state­
ments, and in the special investigations 
required in reorganizations, insolven­
cies, . and commercial fraud. The de­
mand for services of this kind has 
resulted in the development of a large 
and important profession in this coun­
try and in other commercial nations.
The first accountancy legislation in 
this country was enacted in New York 
in 1896, and at the present time every 
state in the Union has a statute which 
provides for the granting of the certifi­
cate or degree of certified public ac­
countant—commonly abbreviated ‘ C. 
P.A.”
Every year witnesses a substantial 
growth in the volume of public prac­
tice and in the recognition given to the 
work of the accountant by the public 
at large. The income tax method of 
taxation, as used by the Federal Gov­
ernment and by several states, no doubt, 
has greatly increased the volume of 
accountancy practice. The adoption of 
governmental budgets, the control of 
public utilities, the appointment of ac­
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countants as receivers and trustees— 
all these matters and others tend to 
increase the volume of work to be 
done.
National Professional Societies
There are at present two well-recognized 
national associations of public account­
ants. The older is the American Insti­
tute of Accountants, which is the 
successor to the American Association 
of Public Accountants. Together, these 
organizations have had a continued and 
successful existence since the year 
1887. The other national association 
is known as the American Society of 
Certified Public Accountants. In addi­
tion to these national societies, there 
are local societies of accountants in 
practically all the states. All these 
societies guard the interests of the pro­
fession, so far as practicable, in matters 
of legislation, and provide, by means of 
meetings, for the development of ethical 
standards and acquaintanceship among 
the members of the profession.
On Entering Public Practice
The young man or young woman who 
desires to enter the field of public prac­
tice should seek an opportunity to work 
as a junior accountant on the staff of a 
public accountant. An accountancy- 
school graduate, or even an advanced 
student, granting that he possesses the 
right kind of natural ability and per­
sonality, is usually qualified to accept 
such a position. The opportunity is 
more easily secured if the applicant 
possesses some experience in the actual 
keeping of accounts.
The advancement from the position of 
junior accountant to the position of 
senior accountant is often made in from 
three to five years. When the senior 
accountant has obtained his profes­
sional degree or certificate and his 
membership in the professional socie­
ties, he may continue on an employed 
basis as a supervising accountant, or he 
may 'have the opportunity to become a 
partner in an accountancy firm, or he 
may establish himself in independent 
practice. In many instances, the fully 
qualified accountant is attracted to 
private employment, in which instance 
he may accept a position as controller, 
treasurer, or manager.
Attainment of Vocational Aims
The accountancy-educated man or 
woman, it will thus be seen, first finds 
employment as an assistant accountant 
in the accounting department of a busi­
ness organization, or as a junior ac­
countant on the staff of a public account­
ant. The first vocational aim is attained 
when a definite and marketable earning 
capacity is thus developed by the 
individual, and he or she is favorably 
circumstanced with respect to income 
and opportunity for experience and 
advancement.
The second vocational aim—the de­
velopment of the individual’s ability 
to think clearly and to reason and to 
plan effectively with reference to busi­
ness purposes and conditions—is at­
tained when the individual, by reason of 
experience and training, is undoubtedly 
the possessor of the qualities necessary 
to fill a position of business or profes­
sional consequence. When standing is 
thus obtained and executive responsi­
bilities become large, the accountant 
may not, in his own person, perform 
technical accounting work, but he is 
still likely to make use of his knowledge 
of accountancy for purposes of super­
vision and for the rapid and certain 
analysis of business facts and conditions.
No one should be led into the error of 
thinking that accountancy offers a 
quick and easy road to positions of 
responsibility and large compensation. 
There is no magic by which a person 
of untrained mind and limited exper­
ience can be developed into a business 
executive or a professional accountant 
over night. Time must be allowed both 
for technical training and for gaining 
the necessary experience.
If, however, one prepares properly 
for the practice of accountancy or for a 
business career, he or she is reasonably 
assured of exceptional opportunities for 
income and service—opportunities, so 
far as income is concerned, that are be­
lieved to be greater than those offered 
by the older and more crowded profes­
sions. An effective test of the accuracy 
of this statement may be made by a 
study of the careers of men and women 
now prominent in accountancy prac­
tice or in business.
University Instructors 
Meeting
THE American Association of Uni­versity Instructors in Accounting 
will hold its annual meeting this year 
on December 2.9th and 30th, in St. 
Louis, Mo., with general headquarters 
at the Hotel Statler. The convention 
will be held in conjunction with the 
American Economics Association. The 
program of the meeting will appear in 
a future issue of this magazine.
National Association of Comptrollers 
and Accounting Officers
 Annual Convention Held in Kansas City Early   
History of Association Uniform System of
Accounts One of Organization Aims  
THE men who keep watch over the expenditure of the tax dollars of residents of cities throughout 
these United States — the comp­
trollers and accounting officers—have 
just returned to their homes after at­
tending the annual convention of the 
National Association of Comptrollers 
and Accounting Officers, which was 
held in Kansas City, Mo. After a pro­
gram of interesting and productive ses­
sions, they are more than ever convinced 
that the business of keeping public 
financial records straight is a task of 
increasing difficulty.
To these comptrollers and accounting 
officers is due much of the credit for 
the improved accounting methods of 
municipalities and counties that have 
been introduced of ate years, and 
which have enabled many cities and 
counties to put into effect, in some 
form, many of the business methods 
employed by private organizations.
Constant study of the problems which 
the financial officers are daily en­
countering, and a presentation of the 
results of these studies, once a year in 
annual convention, has enabled the 
comptrollers to make great headway.
Early History of Association
Samuel B. Williams, of Rochester, 
N. Y., was the first president of this 
national association. He had found that 
the experience of other city comptrollers 
was of great value to him in solving the 
problems of his office. It was through 
his efforts and those of Dr. LeGrand 
Powers, that a group of municipal ac­
countants and comptrollers was gath­
ered in Washington, D. C., and a de­
cision reached to form an organization. 
Mr. Williams presided as the first elected 
president of the association, at the con­
vention held in Chicago in 1906, and, 
following reëlection, at Richmond, Va., 
in 1907.
Clifford E. Cook
City Auditor, Springfield, M.ass., New President of 
National Association of Comptrollers and 
Accounting Officers
Dr. Powers is recognized as the 
founder of the association.. As chief 
statistician of the Federal Bureau of 
Census, he felt the inspiration of organ­
ized effort among the governmental 
agencies of the country in disseminating 
the benefits of the great study of com­
parison. He resigned from the Bureau 
of Census in 1914, and has since been 
engaged to a considerable extent in 
lecture work on statistics for the Uni­
versity of Wisconsin. He has contrib­
uted state and federal government re­
ports on labor and financial statistics.
The National Association of Comp­
trollers and Accounting Officers, as the 
body is officially known, has just under­
taken the publication of an official 
journal, which will be a quarterly. 
In the salutation appearing in its first 
number are found these paragraphs:
“Experience is recognized as the 
greatest of teachers, and this organ­
ization assumes to act as its handmaid 
in the field of governmental finances, 
by establishing itself as a clearing 
house, so to speak, from which, 
through the deliberations of its con­
ventions, and the personal contact of 
its companionship, all governmental 
units can obtain knowledge and food 
for thought in the administration of 
their offices.
“It has been loyal to its organized 
purpose in its membership through a 
period of twenty years and successful 
in maintaining remarked interest in 
its work, among the members at its 
conventions. Coincidentally, it has 
created and preserved in its com­
panionship a spirit of personal friend­
ship that makes each recurring con­
vention appear as a family reunion.’’
Uniform System of Accounts
Dr. Powers contributes to the initial 
number of the official journal a sugges­
tion looking to the establishment of a 
uniform system of accounts, in which 
he says, in part:
“Organizations seeking to improve 
the administration of national, state, 
and municipal governments are mak­
ing publicity concerning government­
al affairs their main instrument of re­
form. To provide the data for that 
publicity, they maintain expensive 
bureaus of research for the critical 
study of governmental activities. One 
of the objects of your association 
should be a study of how to prepare 
and give more informing information 
relating to the financial standing and 
operation of the governments whose 
servants you are. The writer has long 
been convinced that all cities can and 
should prepare and publish condensed 
statements of debt and sinking fund 
assets every month. Further, as over
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sixty per cent of our cities have fiscal 
periods corresponding substantially 
with the calendar year, a step towards 
monthly reports, and towards uni­
formity can be taken by preparing the 
statements as of January 1, or De­
cember 31. Hence this suggestion:
“Cannot a committee of your organ­
ization devise a brief debt statement 
with a minimum of data which all can 
and will compile and publish as of 
January 1 of each year? Further, can 
not a summary of those debt state­
ments be included in the first number 
of your quarterly for any given year? 
If this is done, your organization will 
have taken a step towards making 
your accounts more uniform, more in­
forming and the agents of a publicity of 
very great value to your constituents. 
That your organization, either in this 
or some other ways may prove to be an 
ever increasing factor in improved 
governmental accounts, greater gov­
ernmental publicity, and better govern­
ments as well is my sincere wish.”
It has been found very difficult by the 
Bureau of Census to obtain anything 
like accurate figures respecting city 
accounts, expenses, disbursements, and 
the general application of money. 
George M. Rex, certified public ac­
countant, of Providence, R. I., as chair­
man of a special committee, made a 
detailed study of ways and means of 
correcting this condition. Mr. Rex 
reported that owing to the many differ­
ent systems of accounts in use in various 
cities, and the lack of accurate figures, 
there is opportunity for fraud, mis­
application of funds, and general waste. 
This is one of the problems the associa­
tion is studying.
The association has made representa­
tions to the Federal Bureau of Census to 
the effect that financial figures prepared 
in various cities are based on such 
widely varying systems that com­
parisons drawn between them are un­
fair. Some cities pay for improvements 
with bond and note issues, backed by 
the credit of the entire city; other cities 
do not pledge their credit in paying for 
improvements, and while the financial 
condition of one city may be just as 
strong as that of another, the indebted­
ness figures of some will appear fic­
titiously high.
The association suggested to the 
census officials that, until the systems 
of accounting could be brought to a 
uniform basis, the Bureau of Census 
refrain from giving out to the public 
figures which, in all fairness, should 
not be compared.
Completing the plans made a year 
ago, the constitution of the association 
was amended at the annual meeting 
held in Kansas City July 20th, 21st, and 
22nd, so as to permit the admission to 
membership of financial officers of cities 
and counties in Canada.
The mayor of Kansas City welcomed 
the delegates, and President Walter R. 
Darby, of Trenton, N. J., responded. 
A paper on ‘‘The Relative Merits of 
Serial and Sinking Fund Bonds” was 
presented by Walter Matchette, of Kan­
sas City, manager of the Public Service 
Institute.
‘‘Revenue from Licenses and Fees in 
Birmingham” was the subject of a 
paper by C. E. Armstrong, comptroller 
of Birmingham, Ala. ‘‘Shall We Con­
tinue Reporting Outlays for Publica­
tion?” was the subject of a paper by 
Francis Newhall, treasurer of Newton, 
Mass. ‘‘Cost Accounting for a Munici­
pal Government” was discussed by 
A. B. Abbott, of the city comptroller’s 
office of Los Angeles, Cal.
John B. Payne, of the Institute of 
Government Research, of Washington, 
D. C., discussed the question why, in 
the installation of municipal account­
ing, reports can not be made in such a 
way that the statistics required by the 
Bureau of the Census can be more 
accurately and easily collected.
C. C. Pashby, city clerk of Memphis, 
Tenn.,.spoke on ‘‘Liberalizing of New 
York Savings Bank Provisions and Re­
strictions Regarding Municipal Bonds. ’ ’ 
A report was presented by the Census 
Advisory Committee. Governor Baker,
PACE ALUMNI ASSOCIATION
THE regular Fall meeting of the Pace Alumni Association will be held on Saturday, September 2.5, at the Machinery Club, 
50 Church Street, New York. Plans are now being made to start 
the season with an unusually interesting program. Cordes and 
Marks, and songs by Joe Myer will be among the features. The 
election of the new Board of Governors will be held at the meeting.
The Board of Governors is arranging for a prominent speaker.
F. M. Schaeberle, Executive Secretary
of the Federal Reserve Bank, was the 
chief speaker at the dinner.
This convention was the twenty-first 
in the association’s history, and was 
largely attended. The next convention 
will be held at Ottawa, Canada, 
June 7th, 1927.
New Officers
Clifford E. Cook, city auditor of 
Springfield, Mass., was chosen president. 
Other officers elected: W. S. Hanna, 
deputy comptroller, Baltimore, Md., 
first vice-president; H. R. Hoffman, 
comptroller, Highland Park, Mich., 
second vice-president; Theodore N. 
Waddell, director of accounts, State of 
Massachusetts, third vice-president; 
Charles J. Tully, comptroller, Ottawa, 
Canada, fourth vice-president. Mark 
M. Foote, comptroller’s office, Chicago, 
is secretary, and R. F. X. Dooley, New 
Rochelle, N. Y., treasurer.
It was decided that the Official 
Journal should be published under the 
direction of three associate editors to 
be appointed by the president. It will 
be a quarterly.
It is interesting to note that account­
ants regularly engaged in state and 
municipal accounting are eligible to 
membership in this association. Under 
this provision of the association’s con­
stitution, public accountants who are 
employed regularly by municipalities 
may be eligible to join. In any event, 
the problems which this association are 
studying are of great interest to all 
accountants from the public service 
point of view.
Fitz-Gerald Writes of the Advantages 
of Arbitration
Time and Money Are Saved, Friendship 
Promoted Application of Age-old
Principles to Modern Conditions
By Richard Fitz-Gerald, C. P. A.
ARBITRATION is a legally recog­nized method of settling differ­ences between business men 
without ordinary litigation. Its use is 
growing in favor, and where it has 
been availed of extensively, as in the 
case of the motion picture industry, it 
has proved its worth as a practical 
means of settling promptly and inex­
pensively disputes that used to drag 
along for years in the courts.
There is no rivalry between arbitra­
tion and the courts. It is, on the con­
trary, a means of cooperating with the 
courts and is so recognized by eminent 
jurists. The following statement was 
made on the subject by the Honorable 
William Howard Taft, Chief Justice, 
Supreme Court of the United States:
“I favor arbitration wherever it can 
be practically adopted, both because 
it usually expedites matters and be­
cause it will relieve the courts. One 
of the great evils from which our 
country is now suffering is the delay 
in the dispatch of legal business, and 
anything which will relieve the 
courts makes for progress in removing 
that evil.”
The absence of cases involving com­
mercial disputes from the dockets of 
the courts in England and other Euro­
pean countries is remarkable. Across 
the water, for years it has been recog­
nized that commercial disputes in­
volving technical questions of account­
ing, engineering, quality and quantity 
of merchandise, and commercial and 
trade practices are not satisfactorily 
settled by judges and juries, devoid as 
they are of specialized knowledge on 
the subject at issue, and bound up as 
court proceedings are in the intricate 
web of the necessarily technical rules of 
evidence.
Where a dispute hinges on such in­
volved questions as property values, 
depreciation, obsolescence, good-will; 
decline in burden ratios in relation to 
increased production; the commercial 
practices involved in the purchase and 
sale of merchandise; shipping, forward­
ing, receiving, storage, and accounting 
for merchandise, raw materials, and 
finished product; it is apparent that in 
order to secure substantial justice in the 
courts the plaintiff must furnish the 
judge and jury, within the limitations 
of the rules of evidence, with a complete 
course in the fundamentals of econom­
ics, commercial practice, and account­
ing, and perhaps in several other sciences 
and arts, so as to lay a foundation for 
an understanding of the specific points 
at issue. The defendant rarely fails to 
furnish through his experts a set of 
theories that are at variance with those 
held by the plaintiff’s experts.
The rules of the game require that all 
these moves be made. The procedure is 
costly; there is much eloquence on the 
part of the advocates; much harshness 
in cross-examination; unseemly wran­
gles over points that to the layman seem 
trivial; angry words, sometimes out 
and out abusive language; and the 
plaintiff and defendant, in most in­
stances at the outset good friends merely 
differing honestly in opinion, leave the 
court-room with outraged feelings that 
render future business relations difficult 
if not impossible. Too often, alas, the 
mystified jury, faced with the necessity 
of making a decision and understanding 
little of what has transpired, decides 
without regard to the facts.
There is no intention to criticize the 
courts or to deprecate the jury system; 
they have their uses. Conceived and 
formulated in a former age of simpler
contacts, their success in meeting the 
problems of our complex industrial 
structure is remarkable. This is prin­
cipally due to the resourcefulness of the 
legal profession. The vision and fore­
sight of judges and lawyers is attested 
by their advocacy of the principle of 
arbitration as an auxiliary to the 
courts. They fully understand, as Amer­
ican business is beginning to under­
stand, and as European business has 
long understood, that a dispute for 
instance arising from a manufacturing 
contract can be settled in a friendly 
manner promptly and inexpensively by 
a committee of arbitration made up, 
say, of a manufacturer, a certified public 
accountant, and a lawyer, sitting around 
a table and discussing the matter in­
formally.
Most of the states have statutes under 
which disputes may be settled by arbi­
tration. The Michigan Arbitration 
Statute, Compiled Laws of 1915, Judica­
tive Act, Chapter 45, provides that 
disputes already in existence may be 
settled by arbitration. Future disputes 
may not, however, be made the subject 
of arbitration, and this is a defect in 
our state law which should be remedied 
without delay. The agreement to arbi­
trate may provide that judgment shall 
be rendered on award. Neither party 
may revoke the agreement without the 
consent of the other.
The New York, New Jersey, Massa­
chusetts, and Oregon statutes and the 
United States Arbitration Act include 
the provisions of the Michigan statute 
and also provide for the settlement of 
future disputes by arbitration. It is 
interesting to note that the arbitration 
act of the State of New York has been 
held to be constitutional by the Supreme 
Court of the United States. Under the
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provisions of the Federal Act when the 
amount involved is $3,000 or over, any 
person may assure himself against liti­
gation from a cause of action within 
the jurisdiction of the Federal courts 
through the insertion in contracts, pur­
chase slips, purchase orders, letters, and 
forms of agreement of a written pro­
vision to settle by arbitration a con­
troversy thereafter arising out of a 
contract.
In the State of New York arbitration 
is availed of extensively in the settle­
ment of commercial disputes. The 
American Arbitration Association in 
that state, in co-operation with the 
courts, is doing very effective work in 
bringing arbitration to the attention of 
business interests. The American Insti­
tute of Accountants has done much to 
acquaint the country with the advan­
tages of arbitration. Its letter-bulletins 
Nos. 1 and 5 are masterly contributions 
to the literature on this important 
subject.
While arbitration has been successful
elsewhere, the trades and industries 
in Detroit and in other parts of Mich­
igan have made little use of this 
important device for the settlement of 
disputes. The Detroit Board of Com­
merce realizes this and is about to bring 
the subject to the attention of local 
business institutions and to set up an 
arbitration tribunal. Information on 
how to arbitrate may be secured from 
the Secretary of the Detroit Board 
of Commerce or from any certified 
public accountant.
Preparing a Budget
 Methods of Preparation and Control 
 with Proper Accounting  Statements 
Forecasting Discussed By Alvin
Coordination  
Principles of  
R. Jennings
WHILE a large and cumbersome super-organization is not neces­sary or desirable to successfully 
install and administer a budget, it is 
well to outline within the organization 
a working plan which will be simple 
but effective—one which will clearly 
designate authority and define responsi­
bility for results.
The chief corporate officer, whether 
he be president or chairman of the board 
of directors, is interested primarily in 
results, and the demands upon his time 
will not in all likelihood permit of his 
direct supervision of the budget. This 
duty he delegates to an assistant. Who 
this assistant shall be is a matter for 
each individual enterprise to determine. 
The main requisite is that he should be 
independent of, and not responsible to, 
operating department executives.
Chamber of Commerce Questionnaire
The Chamber of Commerce of the 
United States, in an effort to get a 
representative answer to a query as to 
who the chief budget officer should be, 
requested a reply to the following two 
questions from 2.4 representative firms. 
The questions asked were:
“1. Do you have a budget officer who 
reports to the chief executive and 
is independent of and not respon­
sible to operating department 
executives? If so, what is his 
title and to whom does he 
report?
“z. What in general are the duties
and powers of your budget 
officer?
a. In connection with the pre­
paration of the budget.
b. In the supervision of operating 
results under the budget.
c. In executive action.”
The two questions produced a variety 
of answers, which are summarized as 
follows:
include the managers of the various 
departments somewhat as below:
Sales manager 
Production manager 
Treasurer or comptroller 
Purchasing agent 
General manager
It should be remembered that the 
purpose of the budget is not to eliminate 
executives but to aid them. Perhaps 
the members of the budget committee 
are unacquainted with forecasting prin­
ciples as they apply to the industry 
as a whole. The problem is then one of 
education. The method of dovetailing 
purchases into production and produc­
tion into sales, etc. should be explained. 
The fact that there is no mystery about 
budgeting should be impressed. The 
illusion that forecasting is a game in 
which “one man’s guess is as good as 
another” should be overcome and the 
executives brought to realize that fore­
casting is 90 per cent. history and 
10 per cent. scientifically analyzed prob­
ability. As the staff become acquainted 
with the possibilities of budgeting, 
they will realize that it holds many 
advantages conducive not only to the 
efficient management of the business as 
a whole but to their particular depart­
ments as well.
As soon as the idea of forecasting 
has been “sold” to the members of the 
committee, the question of the budgets 
required and the period which they will 
cover can be discussed. For the ordin­
ary manufacturing business which con­
“* * * It will be noted that 
generally these companies do not 
employ an executive officer whose 
prime functions are the preparation 
of the budget and the supervision of 
the results secured under the budget. 
It seems to be rather common prac­
tice, however, to assign such duties 
in addition to others to executive 
officers such as a vice-president, as­
sistant to the president, or general 
manager. In many cases the work of 
the preparation of the budget and of 
supervisory reports falls to the comp­
troller. He, usually, does not have 
any executive authority to correct 
an unfavorable showing.”
For the purpose of this article it is
assumed that the preparation and super­
vision of the budget is one of the duties 
of the assistant to the president.
Budget Committee
The first function of the chief budget 
officer (hereinafter referred to as budget 
director) will be to form a budget com­
mittee, the personnel of which will
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verts its raw products into finished 
stock at least once a year, the logical 
forecast period will be the same as the 
accounting period; i.e., 12 months end­
ing December 31st, or the fiscal year, if 
the corporation has a fiscal-year closing.
The necessary yearly budgets are:
1. Sales forecast
2. Production forecast
3. Forecast of administrative and
financial expenses
In addition to the yearly forecasts, 
certain monthly estimates are necessary. 
These represent the mere breaking down 
into periods of the yearly figures and are 
prepared the first of each month. The 
required monthly estimates are:
1. Sales forecast.
2. Purchase forecast
3. Treasurer’s forecast
The Yearly Budget
Any concern that prepares a profit and 
loss statement and balance sheet, has 
the skeleton of a forecast. The primary 
idea of forecasting is to present today a 
panorama of the condition of the busi­
ness 12 months hence reflected in the 
universal mirror of business—the bal­
ance sheet.
For the purpose of presenting the 
procedure to be followed in preparing 
the yearly budgets, the profit and loss 
statement illustrated (Form 1) has been 
keyed on the left-hand margin with 
figures which denote into which of 
the three yearly forecasts the items 
will be included.
Sales Forecast
The sales forecast, since it is the ground­
work upon which the budget structure 
will be raised, is the logical beginning 
point.
The sales manager, who knows more 
about the selling function of the busi­
ness than anyone else in the organiza­
tion, will be asked to submit his fore­
cast for the forthcoming year. He will 
be responsible for budgeting the items 
on the profit and loss statement before 
which the figure (1) appears in the 
margin. He should first direct his atten­
tion to the volume of sales he can reason­
ably expect to achieve, taking into con­
sideration the ability of the factory to 
produce the required amount of goods, 
the demand of the buying public, na­
tional business conditions, and any 
radical changes in the policies of the 
organization.
As mentioned previously, 90 per cent. 
of his estimate will be based on 
historical statistics presumably at his 
command. By historical statistics is not
meant necessarily the record of the 
previous year’s accomplishment alone, 
for that may have been an abnormal 
period. For the purpose of example, 
let us suppose the business has been in 
existence for ten years and has a fairly 
reliable and complete record of sales. 
Reviewing, we find that the sales were
as follows:
Year Quantities Amount
1925 200,000 units $1,600,000
1924 175,000 1,400,000
1923 135,000 1,215,000
1922 150,000 1,350,000
1921 100,000 1,000,000
Apparently, the sales trend is upward, 
the business having doubled (in units
X MANUFACTURING COMPANY 
Profit and Loss Statement 
Year Ended December 31, 19. ..
Key No.
(1) Sales............................................................................................................................................. $ xxx
Deduct: Returned sales and allowances................................................................................... xxx
Net sales................... .................................................................................................................. $ xxx
(2) Deduct: Cost of goods manufactured and sold.................................................................. xxx
Gross Profit.............................................................................................................................. $ xxx
(1) Deduct: Selling expenses:
Payroll (exclusive of advertising):
Manager’s office.....................
Salesmen (salaries)................
Salesmen (commissions)........
Advertising:
Payroll.......................................................................................... xxx
Stationery and postage.......................................................... xxx
Newspaper advertisements....................................................... xxx
Magazine advertisements.......................................................... xxx ' xxx
Officials’ expense:
Entertaining................................................................................ xxx
Traveling.................................................................................... xxx xxx
xxxJobbers' convention expense...............................................................
Other expense:
Out freight..................................................................................
Membership dues.......................................................................
Telegrams.....................................................................................
Miscellaneous....................................................... ..................
(3) Deduct: General administrative expenses:
  Office salaries..............................................................................
Telegrams and telephone..........................................................
Printing and stationery...........................................
Office supplies.............................................................................
Taxes.............................................................................................
Insurance......................................................................................
Auditing........................................................ ..............................
Reserve for depreciation:
Office equipment....................................................................
Office building. . ....................................................................
(3) Add: Financial management income:
Interest on bank balances.........................................................
Interest on securities........................
Discount receivable....................................................................
Less:
Bad Debts reserved for........................................................
Interest and discount payable..................................................
Form 1—Profit and Loss Statement
xxx
xxx xxx xxx xxx
NET PROFIT AND LOSS................................................................................................. ............ xxx
sold) in the past five years. From all 
indications, business conditions for the 
country as a whole are figured to re­
main about the same. In view of the 
fact that the corporation has conducted 
an extensive advertising campaign in 
the closing months of the previous 
year, it is estimated that the business 
will increase about 10 per cent. Rea­
soning along these lines, the sales 
manager sets a figure which he is confi­
dent is neither too optimistic nor too 
conservative.
In addition to the forecast of the net 
sales, the sales manager is also respons­
ible for budgeting the items of selling 
expense appearing on the profit and
$ xxx 
xxx
xxx $ xxx
xxx
xxx
xxx
xxx xxx xxx
xxx.
xxx
xxx
xxx
xxx
xxx
xxx
xxx
xxx xxx xxx
xxx
xxx
xxx xxx
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loss statement. He will therefore pre­
pare a statement of the estimated cost 
of selling the volume of sales he has set. 
Here again past history as reflected by 
previous profit and loss statements will 
prove his greatest aid. If he has esti­
mated his sales will increase 10 per 
cent., he must anticipate greater sales­
men’s commissions, etc.
The budget of the sales manager when 
prepared will be submitted to the 
director of the budget and the budget 
committee somewhat in the form of 
Form 2..
The budget committee will then con­
vene to discuss the quota of sales. Par­
ticular regard must be given as to the 
ability of the factory to produce the 
required amount without expansion 
beyond the present capacity. If expan­
sion requiring the outlay of a large 
amount of capital is necessary, the wise 
executive will think twice before ap­
proving the budget. Not infrequently 
is it better policy to forego present 
excessive profits if the boom is but 
temporary. The urge of greater profits
and resulting over-expansion sent many 
promising businesses into discard during 
the business slump of 1921-22. Better 
by far is a constant, reasonable, return 
on the present capital, than a succession 
of fruitful years and lean years—lean 
years which may so dissipate the past 
earnings of the enterprise as to make 
insolvency inevitable.
Production Forecast
Provided the sales budget meets with 
general approval (or if not, after revi­
sion), the production manager will be 
asked to provide his forecast of the 
cost of manufacturing the units. Ob­
viously, the business whose accounting 
system includes a comprehensive cost 
system has an invaluable advantage in 
the preparation of this forecast. The 
lack of cost figures, however, does not 
preclude the possibility of preparing a 
production forecast, as a unit cost may 
be obtained in some instances by com­
putation outside of the books.
Assuming that cost figures are avail­
able, the production manager will sub­
mit a forecast similar to that outlined 
in Form 3. In preparing his figures he 
must of course take into consideration 
the inventory on hand at the beginning 
of the year in order to determine what 
he is required to produce.
His calculations will be as follows:
Units
Number of units estimated to be sold
during year................... ...................... xxxxxxxxx
Add: Inventory required to be on hand
at end of year..................................... xxxxxxxxx
xxxxxxxxx
Deduct: Inventory on hand at begin­
ning of year........................................ xxxxxxxxx
Balance: To be produced during the
current year......................................... xxxxxxxxx
Net Sales (xxxxxx units). . . 
Selling expenses :
X MANUFACTURING CORPORATION 
Budget of Sales and Selling Expenses
Year Ending December 31, 1926
Per Cent. of
Payroll (exclusive of advertising):
Manager’s office.................................................................................
Salesmen (salaries)..................................................  ..........
Salesmen (commissions)..................................................................
Total payroll expense.......................................................................
Advertising:
Payroll............................................................................. ................
Stationery and postage........................................................ ............
Newspaper advertisements..............................................................
Magazine advertisements................................................................
Total advertising expense......................... ........................................
Officials' expense:
Entertaining.......................................................................................
Traveling...........................................................................................
Total officials' expense.....................................................................
Jobbers' convention expense......................................................................
Other expenses:
Out freight.........................................................................................
Membership dues..............................................................................
Telegrams............................................................................................
Miscellaneous....................................................................................
Amount 
$ XXXXXX
Net Sales
100
1926
(Actual) (Budget)
$ xxxxxx $ XXXXXX XX
xxxxxx xxxxxx XX
xxxxxx xxxxxx XX
$ xxxxxx $ XXXXXX XX
$ xxxxxx S xxxxxx XX
xxxxxx xxxxxx XX
xxxxxx xxxxxx XX
xxxxxx xxxxxx XX
$ XXXXX $ XXXXXX XX
Total other expenses.........................................................................
GRAND TOTAL SELLING EXPENSES....................................
$ xxxxxx $ xxxxxx XX
XXXXXX xxxxxx XX
$ XXXXXX $ xxxxxx XX
$ XXXXXX $ xxxxxx XX
$ XXXXXX $ xxxxxx XX
XXXXXX xxxxxx XX
XXXXXX xxxxxx XX
xxxxxx xxxxxx xx
$ xxxxxx $xxxxxx XX
$xxxxxxx $xxxxxxx XX
APPROVED............... ......................
APPROVED:.......................................
Budget director 
President
Form 2.—Sales Budget
One of the advantages of the budget 
which has been mentioned above in the 
list of advantages, is that the budget 
minimizes inventories. Inventories rep­
resent dormant capital until turned 
into cash, and meanwhile accumulate 
charges. An old adage says, “rolling 
stones gather no moss.’’ Likewise, 
moving inventories gather no charges.
If it requires 30 days to produce 
enough units for one month’s sales, an 
inventory equivalent to one month’s 
sales should be ample to allow for 
fluctuation in any one month’s sales 
and for tie-ups of equipment. What 
this margin should be may vary because 
of the seasonal nature of some busi­
nesses. In the cement business, for 
instance, the seasonal trend follows the 
building activity, the peak of the busi­
ness being in the spring and fall, 
while the winter months are slow. In 
such cases, inventories must be ac­
cumulated during the slow periods to 
provide for the seasons when production 
cannot equal shipments.
By having the sales manager break 
down his anticipated sales into monthly 
periods and revising these as necessary, 
the production manager can so plan his 
output as to equalize production and 
minimize inventories, not only of 
finished goods, but of raw materials as 
well.
Administration Expense Forecast
After consideration has been given to 
the production budget and it has been 
approved, there remains only the neces­
sity of budgeting the administration 
and financial expenses to complete the 
three yearly forecasts. Who is to pre­
pare this last budget is a matter which 
may vary to some degree. In some in­
stances, the treasurer has control over 
administrative and financial expendi- 
(Continued on page 23)
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James Clapham—Crajtsman
NOW and again, even in this degen­erate age of machine production, 
we find a real craftsman—a man who is 
master of the technique of a calling 
which requires the coordination of mind 
and hand, and which he follows because 
of his affection for the work.
Such a man, four-square to the world 
in matters of religion and fair-dealing, 
competent in his craft, is James Clap- 
ham, printer, of Albany, New York. 
Pace students the world over have 
profited by his handiwork as set forth 
on millions of printed pages. Now they 
shall know, if they will read, the story 
of this printer, told in his own epigram­
matic style. The autobiographic sketch 
follows:
“Born in the city of Lincoln, Eng­
land, October 12, 1858. Arrived in 
America February, 1866; came to Al­
bany. Graduated from public school 
and entered high school when 13; 
stayed in high school six months; taken 
out and put to work in carpenter shop. 
At 15 entered printing office as appren­
tice, and became a journeyman printer 
just before reaching 20, and at that time 
the industry was in a precarious condi­
tion. Wage scales were laid aside and 
everyone secured the best he could. 
Twelve dollars a week, 10 hours a day 
was the maximum, and short hours was 
the rule, working during daylight only. 
In 1879 I married and had to exercise 
rigid economy, for soon the family 
grew. My father-in-law, however, was 
a real help to me, and we moved into 
the same house, but had our own home.
“In 1880 business picked up and I 
secured a position with West-Parsons 
Co., staying with them 13 years, until 
political machinations forced a change. 
Here I learned to be an all-round printer, 
and stood well with my fellow work­
men. The next year I was tossed to and 
fro and had a hard time, but finally 
landed a steady position on the Troy 
Times. After being there several months, 
I was offered the foremanship of Riggs 
Printing Co., of Albany, and stayed 
with them five years, when they sold 
their business to The Mershon Co., of 
Rahway, N. J. While with this com­
pany we printed the first edition of Eben 
Holden, Leopard Spots, etc. I then 
went to The Brandow Printing Co., and 
in 1905, when they were the state 
printers, was made foreman of the book
room, before that having charge of the 
proof-room. A couple of years after, 
I was made superintendent, and after 
that manager, working there steadily for 
18 years. I handled a good many thou­
sand Pace Institute lectures on account-
JAMES CLAPHAM
ancy as well as other booklets. On 
December 1, 1923, I accepted the posi­
tion of Auditor of State Printing Ac­
counts, which position I now hold.
“Incidentally, I handled the first 
monotype machine in Albany, before 
they reached their present state of per­
fection, and thus came into contact 
with Mr. Lanston and his helpers.”
We add to this simple statement two 
paragraphs from an invocation which 
Mr. Clapham delivered at the Second 
District Typothetæ Convention held in 
Albany in May of this year. There is 
here a sincerity and a breadth of view 
that may well be noted by those persons 
who are inclined to think that the 
crafts, and the unions through which 
they work, are altogether selfish and 
arbitrary. The invocation is as follows:
“We thank Thee for the spirit of 
fellowship and co-operation which this 
organization has been able to foster; 
may her influence grow until all mem­
bers of the industry recognize their 
dependences upon each other and upon
Thee, and work together so that our 
craft, which has done so much for up­
lift, education, and beauty may soon 
reach the position to which we believe 
Thou wouldst have her attain.
“May we use the reason and the common 
sense with which Thou hast endowed us, 
putting away jealousy, envy, and distrust, 
and learn the lesson of cooperation, trust, 
and friendship, considering each other rather 
than endeavoring to dominate and control."
Pace Institute 
Lecture Service
FOR some time Pace Institute has felt that high-school students, particu­
larly seniors, would be benefited and 
aided in choosing their business careers 
by hearing a sound, vocational talk 
delivered by an experienced business 
man. Heretofore it has been difficult, 
however, to get men of the right caliber 
and ability to give of their time for this 
purpose. The Institute, it is felt, be­
cause of its resources and large faculty, 
is particularly fitted to render this ser­
vice to the high-school students of 
New York City and the metropolitan 
district.
As a result, the Pace Institute Lecture
Service was organized. A small pam­
phlet listing the men available to make 
these vocational talks, and the subjects 
each man is most qualified to cover, was 
distributed to all the high schools in 
the metropolitan district, comprising 
New York City, Long Island, and 
Westchester, as well as many high­
schools in the state of New Jersey.
That high-school principals realize 
the great benefit of this service to their 
students is shown by the fact that so 
far this year more than twenty-three 
thousand students have been addressed 
by members of the Pace faculty.
A list of the high-schools visited 
follows: East Rutherford High School, 
Julia Richman High School, Rutherford 
High School, Suffern High School, 
Linden High School, Plainfield High 
School, North Plainfield High School, 
Perth Amboy High School (Debating 
Club), Rahway High School, West 
New York High School, West Orange 
High School, Dumont High School, 
Alexander Hamilton High School, Glen 
Ridge High School, Elmhurst (L. I.) 
High School, Dickinson High School 
(Jersey City), Central High School 
(Newark, N. J.), and Montclair High 
School.
Elimination of Waste Saving of Time 
Through Use Comment on Form by
W. W. Tirrell and The Editor
IN practically every industry, groups and committees, cooperating with the Department of Commerce, have 
been formed to foster the elimination of 
waste, which aggregates yearly many 
billions of dollars. In six major indus­
tries—metal trades, boots and shoes, 
textile, building, printing, and men’s 
clothing—this preventable waste has 
been estimated to be more than ten 
billions of dollars yearly. The sum is 
appalling. In 1922, it was equal to the 
combined payments of federal, state, 
and. municipal taxes, plus the retail 
value of passenger automobiles sold 
during the year with enough gasoline 
to run them, plus the value of all homes 
built in the United States.
We are all familiar with the visible 
forms of waste. A loaf of good bread 
thrown in the garbage can is waste, 
visible and apparent. So, also, is the 
wilful breaking of a chair, the destruc­
tion of a desk, the consignment to a 
waste basket of useable paper and office 
supplies, etc. But economic waste in­
cludes and lies beyond these visible 
and apparent factors. Forgetting to turn 
off light current when leaving a room, 
home, or factory; forgetting to stop 
the motor or power in an automobile, 
refrigerating plant, or factory, when 
results are not to be attained by keeping 
it running; are economic wastes. All 
purposeless motions spell economic 
waste. Time paid for and not worked, 
time paid for and worked without 
FULL results, are economic waste.
This last allusion applies particu­
larly to standard office forms; for, just 
as tremendous waste accompanies exces­
sive varieties in styles, sizes, and charac­
teristics of manufactured products, so 
also does it accompany the forms used 
in correspondence, billing, recording, 
filing, indexing, etc. The use of sizes 
and styles galore; the use of printers’ 
ink without system or regularity here, 
there, and everywhere on the face of 
the forms—these cause waste in paper, 
waste in filing containers, which must
IN the May issue of “The Pace 
Student' ’ there appeared an article 
with respect to the Uniform Invoice 
prepared and distributed by the Ford 
Motor Company.
In this issue there is presented an 
article by W. W. Tirrell pertaining 
to the National Standard Invoice 
Form endorsed by the National Asso­
ciation. of Purchasing Agents and 
adopted by the Department of Com­
merce. In conjunction with Mr. Tir­
rell’s article, editorial comment has 
been made with respect to the particular 
advantages arising from the use of this 
form of invoice.—The Editor.
be built to meet the varying sizes, and 
waste in time setting up the type.
Away and beyond all this is the time 
wasted in offices and factories in reconcil­
ing these varied forms with the office 
records. That is the reason for the 
National Standard Invoice Form—a 
form which has been endorsed by the 
United States Government, as Simpli­
fied Practice Recommendation No. 37 
of the Department of Commerce, and 
which Secretary Hoover has estimated 
will save industry 15 millions yearly.
For seven years this form has been 
in constant use, after being analyzed 
and discussed by representatives of in­
dustry, trade associations, and other- 
interested parties. It is endorsed by 
the National Association of Purchasing 
Agents and forty-four trade associa­
tions. These trade associations and 
alert manufacturers realize the super­
iority of having a form such as the 
National Standard Invoice Form, the 
value of which may be judged by the 
saving in clerical labor both to vendor 
and customer, due to visible data listed 
in a regular constant space; by time saved 
in entering, recording, and filing; by 
the saving in paper cut from standard­
sized stock; and by eliminating the
useless motions of bill clerks, recording 
clerks, and filing clerks, in handling 
scores of different invoices and seeking 
all over these forms for necessary and 
specific information.
Editorial Comment
A facsimile of the National Standard 
Invoice form that has been mentioned 
is shown on the next page. The form, as 
adopted by the Department of Com­
merce, should be on a sheet 8½ inches 
wide and either 7, 11 or 14 inches long. 
A tolerance of ⅛ inch in either dimen­
sion is contemplated. Invoices longer 
than 7 inches should have dots or rules 
placed on the sides to indicate point of 
folding. The name of the National 
Association of Purchasing Agents is 
intended to be replaced by the name of 
the vendor. The heading may be moved 
down if more space is required for the 
vendor’s name, address, etc. Line spac­
ing may be suited to machine or hand­
writing, maintaining the same relative 
position.
As stated by the Department of Com­
merce, some of the specific advantages 
which the vendor can confidently 
expect by the adoption of the standard 
form of invoice are, the saving of 
money by reduction in clerical per­
sonnel; the saving of paper by cutting 
from standard-sized stock without 
waste; the expediting of settlement of 
accounts; and the saving of correspon­
dence through the inclusion of all neces­
sary information on the form itself. 
Among the advantages that are expected 
to accrue to the customer are, the elimin­
ation of misunderstandings and incon­
veniences; the saving of time in filing, 
finding, and handling the invoice while 
being checked; the expediting of ship­
ments; and the elimination of wasted 
filing space through the uniformity of 
size of the invoice.
A full history of the action of the 
General Conference on the Simplifica­
tion of Purchasing Forms, at which the 
National Standard Invoice Form was
20
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adopted, will be found in Simplified 
Practice Recommendation No. 37, is­
sued by the Department of Commerce. 
The publication is available for dis­
NATIONAL ASSOCIATION OF PURCHASING AGENTS 
Woolworth Building, New York
Ord. No. & Date Invoice Date Column reserved for use of customer.
Requisition No. Invoice No. P. A. Invoice No.
Contract No.
Shipped To
Destination
Shipper’s Order No. Voucher No.
With Order 
F. O. B. point 
Price
Calculations 
Transportation 
Trans. Chgd Back
Terms
Date Shipped From
Car No. and Int.
How Shipped and Route
Description
Above Materials received 
Charge Account
(National Standard Invoice Form)
Pecent Legislative Enactments
  Laws with Respect to Appointment of   
Company Auditors Presented 
IN these days of agitation with respect to restrictive and other forms of 
accountancy legislation recent enact­
ments in Canada, Massachusetts, and 
North Carolina with regard to the 
appointment of company auditors will 
be of interest.
Canada
“94A. 1. Every company shall at 
each annual general meeting appoint an 
auditor or auditors to hold office until 
the next annual general meeting.
“z. If an appointment of auditors 
is not made at an annual general meet­
tribution by the Superintendent of 
Documents, Government Printing 
Office, Washington, D. C. The cost is 
5 cents per copy.
F. O. B.
Quantity Price
(Show Unit) per unit
Amount
192. and found .... satisfactory (Signed)... .(Title).......................
Approved Approved
ing, the Secretary of State of Canada 
may, on the application of any share­
holder of the company, appoint an 
auditor of the company for the current 
year, and fix the remuneration to be 
paid to him by the company for his 
services.
“ 3. A director or officer of the com­
pany shall not be capable of being 
appointed auditor of the company.
“4. A person, other than a retiring 
auditor, shall not be capable of being 
appointed auditor at an annual general 
meeting unless notice of an intention to 
nominate that person to the office of
auditor has been given by a share­
holder to the company, not less than 
fourteen days before the annual general 
meeting; and the company shall send 
a copy of any such notice to the retiring 
auditor, and shall give notice thereof 
to the shareholders, either by adver­
tisement or in any other mode provided 
by the by-laws of the company not less 
than seven days before the annual 
general meeting:
Provided that if, after notice of the 
intention to nominate an auditor has 
been so given, an annual general meet­
ing is called for a date fourteen days or 
less after the notice has been given, the 
notice, though not given within the 
time required by this provision, shall 
be deemed to have been properly given 
for the purposes thereof, and the notice 
to be sent or given by the company 
may, instead of being sent or given 
within the time required by this pro­
vision, be sent or given at the same time 
as the notice of the annual general 
meeting: Provided, however, that a 
person other than a retiring auditor may 
be appointed auditor of the company at 
an annual general meeting as herein­
before provided, upon a resolution 
passed by the votes of shareholders 
present in person or by proxy and hold­
ing at least two-thirds of the subscribed 
stock represented at the meeting,
“5. The first auditors of the com­
pany may be appointed by the directors 
before the first annual general meeting, 
and if so appointed shall hold office 
until the first annual general meeting, 
unless previously removed by a resolu­
tion of the company in general meeting, 
in which case the company at that meet­
ing may appoint auditors.
‘ ‘ 6. The directors may fill any casual 
vacancy in the office of auditor, but 
while any such vacancy continues the 
surviving or continuing auditor or 
auditors, if any, may act.
“7. The remuneration of the audi­
tors of a company shall be fixed by the 
company in general meeting except that 
the remuneration of any auditors ap­
pointed before the first annual general 
meeting, or to fill any casual vacancy, 
may be fixed by the directors. ’ ’ 7-8 Geo. 
V., c.25, s.11. Imp. Act, 1908, S.112. 
From The Companies Act and Amending 
Acts, 1924, p. 45.
 Massachusetts
The Massachusetts statute requires 
that every corporation engaged in 
business within the commonwealth, 
whether foreign or domestic, must file 
annually with the commissioner of cor­
porations a report of condition, which
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shall be signed and sworn to by the 
president, treasurer, and a majority of 
the directors of the corporation.
A statement of the assets and liabili­
ties of the corporation as of the date of 
the end of its last fiscal year, to be made 
substantially in the following form:
Assets
Real estate.....................................................
Machinery.....................................................
Merchandise:
(manufactures, merchandise, materials 
and stock-in-process)
Furniture and fixtures.................................
Cash and debts receivable..........................
Stocks and securities...................................
Patent rights.................................................
Trade marks..................................................
Good-will......................................................
Profit and loss...............................................
Total.......................................................
Liabilities
Capital stock (including only shares 
having par value)....................................
Accounts payable.........................................
Funded indebtedness........... .....................
Floating indebtedness.................................
Reserve........................................... ................
Surplus............................................................
Profit and loss...............................................
Total.......................................................
Such report of a corporation which 
has a capital stock of one hundred 
thousand dollars or more, for this pur­
pose counting shares without par value 
as of a par value of one hundred dollars 
each, shall be accompanied by a written 
statement on oath by an auditor that 
such report represents the true condi­
tion of the affairs of said corporation 
as disclosed by its books at the time 
of making such audit. Such auditor 
shall be employed for each ensuing fiscal 
year by a committee of three stock­
holders who are not directors, which 
shall be selected at each annual meeting 
of the stockholders, or, if there are not 
three stockholders other than directors 
able and willing to serve on such com­
mittee, he shall be employed by the 
directors; but no bookkeeper, treasurer, 
or other officer of the corporation shall 
be appointed as such auditor. The 
statement of the auditor shall be filed 
by him with said report in the office of 
the state secretary and shall be attached 
to and form part of it. The auditor 
shall be duly sworn to the faithful 
performance of his duties, and the 
officers of the corporation who sign 
said report of conditions shall certify 
thereon that the auditor was duly 
elected and qualified, as herein pro­
vided.
North Carolina
Books to be audited on request of stock­
holders—upon request of twenty-five 
per cent. of the stockholders, or of any 
stockholder or stockholders owning 
twenty-five per cent. of the capital 
stock, of a private corporation organ­
ized under the laws of North Carolina 
and doing business in this state, it is the 
duty of the officers of the corporation 
to have all of its books audited by a 
competent accountant, so that its finan­
cial status may be ascertained. Upon 
refusal or failure of the corporation to 
commence the auditing of its books 
within thirty days after such request, 
the requesting stockholder or stock­
holders, after ten days’ notice to the 
corporation, may apply to the judge of 
the district, or to the judge holding the 
courts of the district, in which the 
corporation has its residence, either at 
chambers or term time, at any place in 
the district, and the judge shall appoint 
an auditor and require the books to be 
audited at the expense of the corpora­
tion. The officers of the corporation 
shall render to the auditor any assist­
ance or information they can, and give 
him access to all of the assets, books, 
papers, etc., relating to the affairs of 
the corporation, in order that a proper 
audit may be made. Upon completion 
of the audit the auditors shall render a 
statement to the corporation, and to the 
petitioning stockholder or stockholders.
A Reader's Suggestion
With Respect to Pay­
roll Summary
THE Editor has received a letter fromJohn Shannon, in which he com­
ments on a recent article with respect 
to pay-roll summary for income tax 
purposes. Mr. Shannon has commented 
on this article, and has submitted his 
own method and a form he uses, as will 
appear from the following letter: 
“Editor, The Pace Student:
“I received my copy of a recent 
issue of The Pace Student and, as usual, 
read it with interest from cover to 
cover, with the same feeling of grati­
tude that such a publication exists, and 
that I am a subscriber to it.
“The article that caught my atten­
tion was that dealing with a pay-roll 
summary for income-tax purposes. 
While it is a very good method for as­
certaining the amount of money paid 
to an individual for a year’s services (or
less), I am of the opinion that I have a 
better one.
“It consists of a large envelope a 
trifle larger than the size of a dollar 
bill, made of linen, and ruled off into 
fifty-two divisions to take care of the 
number of weeks in the year. • I enclose 
sample copy, as made up by myself.
“You can readily see that the cashier 
can eliminate the usual labor of making 
out envelopes, receipt cards, and can, 
in spare time take sub-totals to elimin­
ate the rush at the end of the year.
“Of course the linen envelopes may 
cost a good deal, but I think it will be 
greatly offset by the saving of labor, 
envelopes and cards.’’
The sample envelope referred to is 
reproduced below.
Front
John F. Jones 
25 Hopkins Ave.
Brooklyn, N. Y.
PAY-ROLL PAYMENTS 
1926
Date Amount Signature
Jan. 7 25 00 John F. Jones
14 25 00 John F. Jones
Etc.
Total 650 00
Back
Date Amount Signature
Forwarded 650 00
Dec. 25 00 John F. Jones
Total 1926 1,300 00
September, 1926
Preparing a Budget
(Continued from page 18)
tures; in others, the control is vested in 
the secretary; and in still others there 
may be an office manager with this 
authority.
The proper officer, whoever he may 
be, will be asked to submit his forecast 
for the coming year of all of the items 
shown on Form 1 before which the 
figure (3) appears. He will of course, 
know the anticipated increase in sales 
and may be guided accordingly. His 
budget will be prepared substantially 
in the same form as that of the sales 
manager, which is illustrated by Form 2.
After this third and final yearly 
budget has been completed and ap­
proved, the three may be consolidated 
into a forecasted profit and loss state­
ment for the coming year.
PRODUCTION FORECAST
Maximum production at present capacity xxxxxx units per month. 
Required production to meet sales budget xxxxxx units per month.
Items of Cost
Budgeted Cost 
per Unit 
1926
Actual Cost 
per Unit 
1925
Actual Cost 
per Unit 
1924
Actual Cost 
per Unit 
1923
Actual Cost 
per Unit 
1922
Direct labor:
Dept. A.............................................. XX XX XX XX XX
Dept. B............................................... XX XX XX XX XX
Etc....................................................... XX XX XX XX XX
Total........................................... XX XX XX XX XX
Material and supplies:
Dept. A.............................................. XX XX XX XX XX
Dept. B............................................... XX XX XX XX XX
Etc....................................................... XX XX XX XX XX
Total........................................... XX XX XX XX XX
Overhead:
Payrolls:
Planning & prod. mgr’s dept.. . . XX XX XX XX
 
XX
Engineering................................... XX XX XX XX XX
Factory superintendent............... XX XX XX XX XX
Stock clerks. ................................. XX XX XX XX XX
Janitors.......................................... XX  XX XX XX XX
Watchmen...................:................ XX XX XX XX XX
General maintenance................... XX XX XX XX XX
Power:
Steam.............................................. XX XX XX XX XX
Electricity...................................... XX XX XX XX XX
Gas.................................................. XX XX XX XX XX
Air................................................... XX XX XX XX XX
Water.............................................. XX XX XX XX XX
Administrative and miscellaneous:
Depreciation of equipment........ XX XX XX XX XX
Depreciation of buildings.......... XX XX XX XX XX
Reserve for inventory adjustm’ts XX XX XX XX XX
Insurance, fire............................... XX XX XX   XX XX
Insurance, liability...................... XX XX XX XX XX
Etc................................................... XX XX XX XX XX
Total Overhead........................ XX XX XX XX XX
Total cost to make.......................... XX XX XX XX XX
Form 3—Production Budget Forecast
The effort expended in preparing the 
budgets outlined above will prove to be 
so much wasted time unless they are 
closely adhered to. It should be re­
membered that the advantages of the 
budget accrue in direct proportion to 
the rigidity exercised in obtaining the 
standard set. “Budget your profits and 
profit by your budget’ ’ is a fitting motto, 
and one which states in a nutshell the 
two requisites of successful budgeting— 
first, set your goal; second, achieve 
your goal.
Control
In order to provide the necessary 
control, the regular monthly profit and 
loss statement should be enlarged to 
include not only the actual figures for
the month but also a column showing 
the budgeted figures and a third column 
showing the variation as either an in­
crease or decrease from the budgeted 
figures. For this purpose, the forecasts 
already prepared (which are for the 
year as a whole) will have to be broken 
down into monthly figures. This is 
accomplished in most instances merely 
by dividing the total into twelve parts 
—one for each month. If the business is 
seasonal, the total budget may be 
divided into twelve parts which bear 
the same relation to the total as each 
month’s sales bears to the total fore­
casted sales.
By checking up on the variations be­
tween the actual and forecasted figures 
the desired control is obtained. The 
cardinal principle and byword should be 
“No variations without the authority 
of the chief budget officer who has 
approved the forecast.”
In conclusion, it should be remembered 
that the budget is not a cure-all for the 
ills to which a business is subject. The 
budget of itself will not remedy faulty 
conditions. The budget merely serves 
the business man the same as the com­
pass serves the mariner—it points the 
way; without it, it is true, either may 
have an idea where he is heading but 
both lack the means of checking their 
progress concurrently with their voy­
age, and there’s the difference—the dif­
ference between aimlessly drifting until 
you reach your goal and the setting 
out for your goal in a direct line with 
no deviations except for good and 
sufficient reasons. Excerpt from gradua­
tion thesis.
THE annual costing conference of the British Institute of Cost and Work 
Accountants will be held in Manchester, 
England, on October 15. There will be 
two sessions, morning and afternoon on 
that date, when papers on present-day 
accounting problems will be presented.
THE CORPORATION AUDIT COM­
PANY announces the removal of its 
offices to suite 55-57 Rust Building, 
1001 Fifteenth Street, N. W., Washing­
ton, D. C.
PAUL L. LOEWENWARTER, C.P.A., 
announces the formation of a partner­
ship with Maurice Teich, C.P.A., to 
continue in their general practice of 
accountancy and representation in tax 
matters, under the firm name of Paul 
L. Loewenwarter & Co., with offices at 
522. Fifth Ave., New York.
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Anticipated Profits or 
Losses on Uncompleted 
Contracts
THE following correspondence with respect to a technical query by one 
accountant to another is of interest.
“We have a client in the flour milling 
business and it is their practice to in­
clude in their accounts at the close of 
the year, anticipated profits or losses 
on uncompleted contracts, such as 
Wheat Purchase Orders Placed but 
neither delivered nor paid for, Short 
Sales of Wheat, and Flour Sold for 
Future Delivery but not paid for.
“This appears to be contrary to good 
accounting practice, the only authority 
approving it being Newlove in his 
recent book on “Specialized Account­
ing-”
“Any information which will enable 
me to advise my client intelligently will 
be sincerely appreciated.”
The answer to the above follows:
“It is quite the general practice for 
concerns engaged in the flour milling 
business to include in their accounts 
at the close of the year anticipated 
profits or losses on uncompleted con­
tracts both for the purchases and sales 
of wheat (including options) on the one 
hand, and flour sold or bought for 
future delivery, on the other hand. In 
fact, I venture to say that all large 
milling concerns close their books on 
•this basis.
“Without going into an extended 
discussion of the technical points in­
volved, it is my opinion, that the pro­
cedure is sound not only from a practical 
but also from an accounting point of 
view, although it would appear, on 
casual consideration, to violate some of 
the principles of proper accounting. 
The justification for the practice which, 
incidentally, received recognition by 
the Grain Administration during the 
war is based on the fact that both the 
raw material (wheat) and finished 
product (flour) of a miller are essential 
commodities which have a ready market 
at all times through the medium of 
recognized exchanges; coupled with the 
fact that a flour miller who is both 
conservative and businesslike and there­
fore restricts his operations solely to the 
milling of flour as opposed to specula­
tion in the grain market, always hedges . 
his sales of flour for future delivery by 
the purchase in the open market (on the 
day that he makes his flour sales) of a 
quantity of wheat (either the actual 
commodity or an option) sufficient to
enable him to complete his flour 
deliveries when called upon to make 
them. If wheat options are purchased 
in the first instance, the options are 
usually sold and cash wheat purchased 
when it is necessary to obtain actual 
wheat to continue milling operations.
“All sales of flour made by millers 
from day to day are based upon the 
market price of wheat on the day when 
the sale is made regardless of when 
delivery of the flour is to take place. 
Under the circumstances, it can readily 
be seen that to attempt to arrive at the 
earnings of a flour milling concern 
according to the methods or principles 
applicable in the ordinary trading or 
manufacturing business, would not 
reflect the true results in any given 
accounting period. Theoretically, the 
earnings of a flour miller for any given 
period should be capable of being 
resolved into the number of barrels 
milled multiplied by the predetermined 
gross profit per barrel fixed by the 
miller, less sales and administrative 
expenses.”
Annual Meetings of National 
Accountancy Organizations 
, [Continued from page 8]  
The trap shooting event is for the Vir­
ginia trophy donated by the Virginia 
Society of Certified Public Accountants.
It is announced that entertainment 
will be provided for women guests, and 
for accountants who do not attend the 
evening session on Wednesday. A 
luncheon has been arranged at the 
Congressional Country Club on Thurs­
day, September 2.3d, and a special 
entertainment feature, the nature of 
which is being kept secret, is planned 
for that night.
Thursday morning and all day Friday, 
September 24th, will be devoted to 
business sessions. Details of this part 
of the program are not available, but 
it is announced that efforts are being 
made to arrange for interesting and 
instructive addresses on subjects of 
current interest. Wardman Park Hotel 
will be the headquarters, and sessions 
will be held there.
WANTED
ACCOUNTANTS—Leading firm of cer­
tified public accountants desires to ob­
tain several in-charge, tax, senior 
assistant, and junior assistant account­
ants. Replies must be concise and state 
in order: name, address, telephone, age, 
religion, education, experience, present 
connection, salary expectation, and how 
soon available. Box 8, The Pace Student.
Arthur Hill, Treasurer 
of the Atlantic Piefining 
Co., says:
IT shall be the duty of the treasurer to keep an account of all moneys, 
funds and property of the company 
which shall come into his hands, and 
he shall render such accounts and pre­
sent such statements to the directors 
as they may require of him. He shall 
deposit all funds of the company which 
lay come into his hands in such bank 
or banks as the directors may designate. 
He shall keep his bank account in the 
name of the company and shall exhibit 
his books of accounts to any director 
upon application at the office during 
ordinary business hours. He shall en­
dorse for collection the bills, notes, 
checks, and other negotiable instru­
ments received by the company.
‘‘He shall sign all bills, notes, checks, 
and shall pay out money of the business 
as the company may require, taking 
proper vouchers therefor; provided, 
however, that the directors shall have 
the power by resolution, to delegate any 
other duties of the treasurer to other 
officers, and to provide what officers 
shall sign bills, notes, checks, and 
vouchers. An assistant treasurer can be 
appointed to assist the treasurer in his 
duties.”—From the N. A. C. A. Bulletin.
BENJAMIN FISCHLER, a former stu­
dent of Pace Institute, has received the 
C.P.A. certificate of New York.
LOUIS SHAFER, a former student 
at Pace Institute, was successful in 
passing the May C. P. A. examination 
of New York.
Announcement
IN view of the unusually heavy early fall registration, Pace Institute has 
found it necessary to arrange for large 
additional facilities. Arrangements for 
new quarters in 50 Church Street, which 
will serve as an annex to the adminis­
trative headquarters and lecture rooms 
located for many years at 30 Church 
Street, have been completed with the 
Hudson and Manhattan Railroad, 
owners of Hudson Terminal, 30 and 50 
Church Street. The combined facilities 
will provide accommodations for an 
enrollment of more than twenty-five 
hundred students.
Officers of Accountants' Organizations
American Institute of Accountants
President, William H. West.............................................................40 Rector Street, New York
Vice-President, John F. Forbes.............................. 2.03 Crocker Bldg., San Francisco, Calif.
Treasurer, Arthur W. Teele............................................................. 120 Broadway, New York
Secretary, A. P. Richardson.............................................................135 Cedar Street, New York
American Society of Certified Public Accountants
President, Harry E. Lunsford 
Vice-Presidents, Charles Hecht
Edwin L. Pride 
A. Lee Rawlings 
Harry B. Scott 
H. Ivor Thomas
Secretary, W. L. Harrison 
Treasurer, James A. Councilor
1003 Pioneer Trust Bldg., Kansas City, Mo. 
Johns-Manville Bldg., 292 Madison Avenue, New York
.............................. 40 Central Bldg., Boston, Mass.
......................................407 Law Bldg., Norfolk, Va.
Farmers Bank Bldg., Pittsburgh, Pa.
2.2.0 Bartlett Bldg., Los Angeles, Calif. 
. . . 72.6 Woodward Bldg., Washington, D. C.
426 Woodward Bldg., Washington, D. C.
National Association of Cost Accountants
President, C. H. Scovell............................................. Scovell, Wellington & Co., Boston, Mass.
Vice-Presidents, F. L. Sweetser . . . The Duchess Mfg. Co., Poughkeepsie, New York
W. B. Castenholz. . Castenholz, Johnson, Block & Rothing, Chicago, Ill. 
Treasurer, Wm. O. Cutter . . . Vice-President United States Rubber Co., New York
Secretary, Stuart C. McLeod..................................................... 130 West 42nd Street, New York
New York State Society of Certified Public Accountants
President, Joseph J. Klein .
First Vice-President, P. W. R. Glover . 
Second Vice-President, Norman E. Webster 
Treasurer, Harold A. Wythes.
Secretary, Martin Kortjohn .
19 West 44th Street, New York 
. 120 Broadway, New York 
60 Broadway, New York
50 Church Street, New York 
15 Park Row, New York
The Society of Certified Public Accountants 
of the State of New Jersey
President, James F. Hughes.............................................................110 William Street, New York
Vice-Presidents, M. E. Peloubet.............................................................25 Broadway, New York
William C. Heaton..............................................565 Fifth Avenue, New York
Secretary, J. E. Flink..................................................... 31 Clinton Street, Newark, New Jersey
Treasurer, Morris J. Hoenig .............................. 9 Clinton Street, Newark, New Jersey
American Association of University Instructors in Accounting
President, Edward J. Filbey................................................................................University of Illinois
Vice-Presidents, J. Hugh Jackson....................................................................  Harvard University
David Himmelblau.......................................................... Northwestern University
William S. Krebs.....................................................................Washington University
Secretary-Treasurer, Howard C. Greer............................................................ Ohio State University
Practicality marks from the 
very beginning the Account­
ancy instruction at Pace Institute—
a practicality obtained by the use
of progressive work assignments which are
taken from actual practice and which support
at every step the sound theory taught in the classroom— 
a practicality that early discloses itself in the improvement in 
the character of the work of the junior and the bookkeeper.
And the broad concepts of law, of accounting, of valuation, of organization, 
of finance—of all these subjects and others—acquired by the Institute 
student, man or woman, provide the basis for the larger responsibilities of 
executive work and independent practice later on. “Pace Institute Men" is 
an informative book of biographical sketches of men who have attained 
influence and standing in Accountancy and Business—men who once stood inquir­
ingly, as perhaps you now stand, at the portals of Accountancy. Their experiences, 
as detailed in this book, available for the asking, may be of genuine help.
In September and October, classes both day and evening, will be forming at the 
Institute until the Freshman fall enrolment of 1,000 students is completed. Applica­
tion for registration should be made soon—the early classes are already largely 
enrolled.
Extension (correspondence) instruction is available for students who cannot arrange 
to attend the resident school—trial instruction in the Extension Division for one 
month is available for $7.00 without further obligation,
PACE INSTITUTE
30 Church Street New York
